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TUESDAY MORNING SESSION, JULY 22, 1930 


of Supervisors of State: Banks convened in the Copley-Plaza Hotel, 
Boston, Mass., at 10:15 o’clock, the president, Hon. M. E. Bristow, 
Commissioner of Banking and Insurance, of the Commonwealth of Virginia, 
presiding. 
PRESIDENT BRISTOW: The twenty-ninth annual convention of the Na- 
tional Association of Supervisors of State Banks will come to order. 

_I will ask the audience to arise. The invocation will.be delivered by Rev. 
Dr. Fairfield. 

-ReEv. WYNN C. FAIRPIELD: Our Father in heaven, we thank Thee for the 
Way in which men are increasingly recognizing the desirability of honesty 
and integrity ineall the relations of men with men. We thank Thee for our 
increasing sense that the standards of our Lord Jesus Christ are, after all, 
the standards of a sane and normal society, and that as we draw closer to 
Him we find ourselves living more happily with each other. We thank Thee 
for the labors and devotion of the association represented here today. We 
thank Thee for their perseverence.in routine work of a tedious, monotonous 
character that makes it possible to safeguard the interests of their fellow 
citizens throughout the country and to keep the financial health of the 
Nation in jts proper condition. We realize how difficult it is to do the 
things that we meet and to continue at one’s best in the press of routine 
work. We ask Thy help, that. in all the work that is being done by this 
association in these days of conference here and throughout the States, 
there may be patience and perseverence in the face of the work that needs 

. to be done. We pray Thee that there may be insight into the lives and 
hearts of men that shall be not only critical, but sympathetic and under- 
standing; that there may be discrimination in the things that are of first 
importance and the things that are of less importance, and that as day by 
day the examiners and inspectors come into daily contact with the ‘men and 
women of our great banking system in the States, they may be,able to so 
cooperate with them in sympathy and insight and good will that the stand- 
ards which we accept may become natural and normal. ‘ ° 

Thou knowest how strong in these days of business depression are the 
temptations to do the things that are slightly irregular, but we pray Thee 
that through the work of this association, through the pressure of public 
opinion, and, most of all, through the life of Christ at work in the hearts of 
men, His standards and His ideals may become ours, and that as a Nation 
We may recognize Thee as our Lord. «In Jesus’ name we ask it. Amen. 


T's TWENTY-NINTH annual convention of the National Association 


Permission Extended to Record Proceedings 


PRESIDENT BRISTOW: The secretary desires to make an announcement. 

SECRETARY SIMS: Brother Members: We are having an innovation here 
this morning which the President and I have thought well to call to your 
attention. The United States Daily of Washington, D. C., is here repre- 
sented by Mr. Upham, and we are very glad to have him with us. They 
have taken quite an interest in this meeting, so much so that Mr. Upham 
has brought along with him Miss Crow, who is taking the proceedings for 
The United States Daily. That, of course, will be done with the permission 
of this Association. I would like to ask now if there is any objection. Mr. 
President, will you rule on that? 

PRESIDENT BRISTOW: If there is no objection, we will proceed. 

Ladies and gentlemen of the convention, in the absence of Governor Allen, 
he has sent a representative this morning to take his place on the program, 
who is the Attorney Genera! of this State. I did not have the pleasure of 
meeting Mr. Werner until a few minutes ago, but I know the Attorney Gen- 
eral in my own State very weil. It happens that as a boy I went to school 
with our Attorney General, and I learned to think well and highly and feel 
very much devoted to our Attorney General in Virginia. Every time I ever 
did anything good or worth attention, my good friend said he taught it to 
me when I went to school. But now that my hair is getting gray and thin, 
I notice he is beginning to put the soft pedal on all that. 

I desire to present Mr. Warner. (Applause.) 


Welcome on Behalf of Governor Allen 


Hon. Jos. E. WARNER: Mr. President and Members of the Association: 
It was with very deep regret that His Excellency, the Honorable Frank 
G. Allen, found that at the last moment yesterday afternoon, he could not 
be in attendance here and extend to you the official greetings of the Com- 
monwealth of Massachusetts. He desired to be here, because he wished to 
manifest by his presence the real cordiality and the sincerity of welcome 
which is extended to you from this great State. In order that such expres- 
sion might not be absent and that he might evidence his real desire of 
communicating to you the cordial feelings of the people of the State, he 
asked me to come here and do so on his behalf. 

I know that these associations are very, very pleasant, as your President 
said. As Attorney General, I am a member of the Attorneys General Asso- 
ciation of the United States. We do not meet one another as frequently as 
I-imagine you do, because, of course, the attorneys general are elected 
principally about every two years. And we go to our conventions at the 
time of the American Bar Association and we don’t have the opportunity 
to meet many because we assemble in different parts of the country. It 
depends more or less upon the vicissitudes and the attentions the Attorneys 
General have as to whether they can go. In the next place, we are elected 
every year or every two yéars; our office is more or less transient, where in 
your case I rather think perhaps you hold over during many administrations, 
so that you have much the advantage over our association. I know that we 
look forward to our convntions. I have met many of your Attorneys 
General. 

I have had the pleasure of meeting some of you this morning and it has 
formed a very pleasant mode of introduction. 

Then, again, as you assemble here you must be greatly gratified by the 
work which is being conducted in the supervision of-our State banks. This 
pamphlet, which was circulated about here this morning and which was 
prepared by your secretary, depicts in much better language than I can 
express. the colossal work which is done by the State banking systems, the 
two svstoms of the Federal Reserve Bank and State banks. So that in the 
second respect, therefore, you must be greatly pleased to see them placed 
before cne’s eyes so that one may see in visual manner the magnitude of the 
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work, the contribution which you are making individually and collectively 
in ‘the welfare and progress of the Nation. 

My friends, we are happy to have you come here to Massachusetts. We 
Teel that you pay us a very great compliment and a very high honor. We 
are glad to have you come here this year. It is our tercentenary anni- 
versary. “I wonder why,” perhaps you may ask, “it is the tercentenary 
anniversary,” because very likely you will recall that.the Pilgrims landed 
in 1620 and that the Massachusetts Bay Colony did not come until 1630. 

You might most naturally say: “The Plymouth Colony being the prede- 
cessor of the Massachusetts Bay, they should have celebrated the founding 
of this Commonwealth in 1926, rather than 1930.” 

Well, Plymouth Colony did arrive here in 1620, and to her we owe a very 
great deal. We owe the fact that it brought here the individuality of 
expression of conscience, freedom to worship God as one saw fit. We owe 
to it also that compact. with the Mayflower which contained the germ of 
democracy in that the society of men gathered together agree with one 
another that they shall abide by some particular authority. That little 
colony was a meager one; it was without any influence; it was without any 
political influence, without any wealth—a little group which during those 
10 years gathered in Plymouth and lived their isolated lives upon this new 
continent. We are mindful of their frugality and we are mindful of all 
of those concepts of obedience to authority which were here engendered. 


Celebration of Foundation of Commonwealth 


But why this year do we celebrate, then, the founding of this Common- 
wealth? Well, gentlemen, we are doing so because 300 yeats ago last June 
there landed at Salem, Governor Winthrop, bearing to this State a charter 
which was called the Charter of the Governor and Members of the Massa- 
chusetts Bay Colony. . In that respect it is not so very different, perhaps, 
from that of other colonizations. It was not new that men should cross the 
ocean and should land upon this side of the Atlantic. It was not new that 
ee for acts of conscience sake should leave their native shores and come 

ere. 

Why, then, do we celebrate this year? Is it merely becapse this is the 
three hundredth year of the event of the stepping upon the soil of Massa- 
chusetts? No, gentlemen, it is not that, because I have already told you 
that it was in 1620 that the Pilgrims came. It is this: It marks the origin 
of the founding of Massachusetts. By reason of the dominance of the 
Massachusetts Bay Colony at the time of its merger in 1696 with the 
Plymouth Colony, the name> Massachusetts became identified with these 
particular areas. More than that, the charter was a business charter for 
the management of local affairs, just the same as any business charter that 
is granted, with a president, a board of directors and: stockholders. But 
when it was brought ‘here, through the circumstances of thegcase, and 
strange as it may seem, it became a charter of government, thé president 
being called the governor, the directors being a single chamber of men 
named assistants and deputies, and the stockholders being the voters. 

We are celebrating this year not only because it is memorializing the 
origin of the State of Massachusetts, but because it memorializes the origin 
of the American form of government and the principles which are employed 
in the American structure of government. Therefore, gentlemen, that ap- 
peals to all of you, because those forms were patterned and followed by all 
the successive States. 

May I point out to you a few of these precedents? For instance, we have 
the precedent peculiar to America alone that men in office shall be elected 
for stated periods. That has come about through the circumstance of the 
provision in that little mercantile charter that the presiding officer of the 
members of that corporation should be elected,annually. Therefore, through- 
out all of the United States governors are elected by the people to hold 
office during a stated period. 


Origin of Separation of Powers of Government 
Then there came about the fact that in every constitution in the United 


“States there is, together with the form of government, what is known as 


the body of liberty, the guarantee. Whence came that precedent? In 1641 
there was adopted in this Commonwealth what was called a body of liberty, 
and from that day, thérefore, it has not been conceived in any State of 
these United States that there should not be in the fundamental law of the 
State itself, a body of liberty. 

Whence came the precedent that there should be the assent- of two 
yvanches of the legislature? Here in this Commonwealth, when in 1644 by 
‘eason of a controversy which arose between the members composing the 
single chamber, you’ understand (but which was still composed of two 
zroups, the body of deputies and the assistants), they separated and Set 
ip two chambers and the requirement that there should be the assent of 
90th branches. So that the precedent of a bicameral system came here in 
Massachusetts. 

Whence came the precedent, the most peculiar one of the American form 
of gvernment and not ‘noted on any other continent on the globe, of the 
separation of the powers of government, that is, the judiciary, the executive 
and the legislative, and that those powers should never be exercised by any 
person other than in his individual capacity in exercising one of those func- 
tions; so that no governor can be anything other than an executive; so the 
legislature can pass no law which is executive in nature or which is judicial 
in nature, and whereby no judge can create a law or himself be an execu- 
tive? From where came that peculiar efficacy of the division of those 
powers? Here in Massachusetts. First, the precedent of the separation 
of the legislative and the executive came about through the circumstance 
that the presiding officer of thig little charter of which we speak was elected 
not by the directors, which would be the legislature, but by the stockholders. 
So that the executive officer, therefore, is not an instrument or an agency of 
the legislature, but holds it directly from the people and in his own indi- 
vidual capacity as an executive. 

Whence came about the separation of the judicial powers from the legisla- 
tive? It came about in 1686 when the two colonies were merged and we 
had a new charter. Up to that time the upper brunch, the assistants, were 
both judges and lawmakers. They acted as magistrates in their various 








communities. And at that time the power of the magistracy was taken 
from them and an individual judiciary created. 

Lastly, whence came the precedent that constitutions are made by the 
people themselves and not by a legislature? That is unique to America 
because you knew that all the constitutions of Europe, the constitution of 
Mexico, and in other countries’ constitutions, the body form of the funda- 
mental law is made by the legislatures, is made by parliaments. The House 
of Commens could at one sweep do away with all the governments. The 
people would ‘have nothing to say about it. So it is also in France and 
Mexico. Whatever the members in power say creates the form of govern- 
ment. Never so in America. Why is it never so? Why is if that the very 
fundamental law is not under the subservience of the members of the legis- 
lature? Because of the precedent here intMassachusetts when, after the 
Revolution, it becomes necessary that the people in a sovereign State should 
have a fundamental law, the legislature attempted to revise the ancient 
charter to make it a constitution. They submitted it to the people andthe 
people rejected it, not so much because there was anything. in it which was 
contrary to their notion of government, but from the matter of principle 
that only those who have been duly elected for the particular purpose of 
drafting a constitution could draft it, and that by their hands and their 
hands alone would they receive it. 


Common Heritage of Americans in Past Achievements 


Gentlemen, these, then, are the reasons why this year we are welcoming 
you here, so that you may rejoice with us, because you are common sharers 
in all of these precedents, and renew contact with these scenes, these ancient 
scenes of pre-Revolutionary days (because 150 years elapsed before the 
Revolution). By visitation to scenes of the days of the revolution whereby 
these precedents became possible to be established here, by visitation also 
to all of our other attractions, you shall return to your States renewed not 
— because of friendships, but also with a little contact of these historic 
places. re 


‘We are always very glad to have you here. It shows loyalty to this Asso- — 


ciation that you have a member coming here all the way from Hawaii. It 
makes you feel, of course, how extensive is your beneficence for one to circle 
almost half way round the globe. 


We are happy to have you here in Massachusetts. I know that I can 
say for the Governor that our State banking institutions, supervised by us, 
are in better condition than ever before. I also want to say a word on 
behalf of the governor of his appreciation of the work that is being done 
here in Massachusetts by your fellow member, Mr. Hovey. 

If you come to the State House, you will be most cordially welcome, and 
if the opportunity presents itself, I know that the Governor will be glad 
to welcome each and every one of you individually. 

I want you to understand we appreciate your coming here; that our wel- 
come is most cordial and sincere; that His Excellency will do anything he 
may to assist you to enjoy your visit. I know that out of the great work 
~ you have before you, a program of policy will be adopted here which will 
be most beneficial to all of our States. 

Thank you very much, Mr. President. (Applause.) 

PRESIDENT BRISTOW: The next speaker on the program is my distin- 
‘ guished friend, the Commissioner of Banking of the Commonwealth of 
Massachusetts, Mr. Hovey. (Applause.) 


Brief Welcome From Commissioner of Banking 


Hon. Roy A. Hovey: Mr. President and Fellow Members of the Asso- 
ciation: This is a moment that I have looked forward to for months, yes 
- I will say, for years, to welcome the members of this Association to the old 
Bay State. From Cape Cod to the Berkshires and here in the capital city 
we throw open the gates wide, and we hope that each and every one of you 
will participate and share with us to the fullest extent the rich and priceless 
heritage left us by those hardy pioneers who laid the foundation of these 
New England States. I personally am greatly pleased to see so many States 
represented and, as the previous speaker has said, to see our:friend from 
Hawaii here. 

We want you not only to revisit those historic shrines dear to every 
American’s heart, but also to see the growth and progress which we have 
made here in these 300 years. We are especially happy to have you join 
with us in this tercentenary celebration, celebrating the establishment of 
free government here in America. The time at our disposal will not permit 
us to show you all that we would desire. So we would urge every one to 
extend his wsit as long as possible. We hope and trust that your stay with 
us will be Me of refreshment and much happiness and one to be cherished 
in the years to come. 

While I realize this welcome is brief, yet I want you to realize it is never- 
theless from the heart and sincere, and we want you to have every opportu- 
nity to make use of our facilities and visit our places of interest. Do not 
hesitate to call on any of my staff, or the ladies who represent us, for your 
enjoyment during your stay here in Boston. (Applause.) 

PRESIDENT Bristow: The gentleman from Illinois, who is scheduled to 
deliver the response, has not arrived as yet I see. I am going to take the 
liberty of calling on my friend, Mr. Reichert, the Banking Commissioner of 
the State of Michigan, to deliver the response. Mr. Reichert. (Applause.) 


Response Made by Banking Commissioner of Michigan 


Mr. R. E. REICHERT: Mr. Ptesident,- Members of the Association and 
Friends: We have just listened to most cordial invitations from the Honor- 
able Attorney General of Massachusetts and from the Honorable Roy A. 
Hovey, Banking Commissioner of Massachusetts, to accept the hospitality of 
this fair city and the great Commonwealth of Massachusetts, rich in its con- 
tribution to American history. We sincerely appreciate your cordiality and 
hope that we may have the pleasure of visiting your historical cities and 
places such as Bunker Hill, Lexington and Concord. 

It was also here where the Englishman was first deprived of his tea, 
thus causing a revolution which gave us a new experiment in government 
and brought us our progressive United States. To this government you 
contributed one of the two men who guided the Government in its first ad- 
ministration, John Adams, and in the second administration he became 
its President. : 

Only recently this State contributed to the Nation one of its citizens who 
gave the Nation one of the best and-most able administrations’ that the 
country ever had—Calvin Coolidge (applause), whose steady hand and quiet 
demeanor endeared him to the whole Nation, and he is universally loved 
and respected by all. : 

Massachusetts also had its shores visited by the early explorers before this 
Government was founded and had its soil colonized ‘by the sturdy Pilgrims. 
You are rich in the contributions to this country’s history and its past and 
present welfare. From within your boundaries have come some ef the 
Nation’s most able statesmen. We shall be very happy to enjoy your hos- 
pitality which has been so graciously extended to us by your Attorney Gen- 
eral and your Commissioner of Banking, and shall leave here not only much 
benefited by the deliberations here, but also by being privileged to visit your 
historic places and cities. To many of us Bunker Hill, Lexington and Con- 
cord are almost sacred ground. sail ae 

In expressing to -you our appreciation for your cordiality and hospitality, 
we do so with a hope that we.may be honored to welcome you to our re- 
spective States and thus in some small manner repay you for your most 
gracious and cordial welcome. I thank you. (Applause.) ; 

PRESWENT BRISTOW: Ladies and Gentlemen of the Convention: I desire 
to add my own pleasure and eagerness to visit the City of Boston and Massa- 
chusetts to the words of my friend, Mr. Reichert. I come, as you know, 
from down in old Virginia. We have some historic associations down there. 
I have longed all during my days for such a time that I might visit our 
sister State of Massachusetts. We have had much in common back in the 
past years. In the Revolutionary days we stood shoulder to shoulder— 
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these two Commonwealths. There are not more than two or three States in 
the Union which describe themselves as Commonwealths. So I have, there- 
fore, looked forward, ever since the selection of Boston, to this meeting with 
eagerness, which I am unable to express. 

In attempting to give an account of my stewardship, I regret very much 
to report that I have done little or nothing.- As far as I can see, not much 
has actually occurred during the past year affecting us, speaking generally. 
There are, of course, very important things impending which are of the 
gravest importance, and these I propose to discuss as I proceed. The ac- 
complishments of the Association will be found in the report of the Sec- 
retary-Treasurer. When I report that I have done nothing, I may have 
broken a record, but I have not originated a new policy. Your distinguished 
Secretary has done the work of the Association, as usual. He has held it 
together for many years ‘and will go down in history as the friend and 
champion of the State banks of this country. Few of them know the debt 


of gratitude which they owe him, and there is little chance, I fear, of their . 


ever rendering any evidence of their appreciation commensurate with his 
accomplishments. He richly deserves the highest distinctions that this body 
can bestow. : 


* 


Signs of Times of Banking Development 


I have been called upon onee by the Secretary during the past year to 
meet him in New York, but, unfortunately, due to some of those banking 
troubles which engage us occasionally, I was unable to respond. However, 
while I have not had occasion to take action of any sort, I have been as 


close a student of the signs’ of the times as they affect us as my capabilities 


would permit, and it is to these that I shall address myself this morning. 

There confronts us at this time a phase of the banking business which 
transcends in importance anything which we have ever faced, at least since 
the enactment of-the Federal Reserve Law. I have in mind the issues of 
unit and multiple banking, or as it is sometimes phrased, unit, branch, chain 
and group Banking. The importance of the subject can be illustrated by 
pointing out that scarcely any banking publication can be picked up which 
does not have an article or two upon it. It has engendered the hottest kind 
of feeling. So much fias been written and spoken in regard to it that it is 
befogged, and we find ourselves groping around in the shadows thus created. 
I hasten to say that I have no idea of being able to solve such an important 
matter. The best I can do is to tell the opinion of one supervisor and de- 
scribe how it appears to him and to invite the comments and criticisms of 
those who feel disposed to contribute to a round table discussion of it. I am 
glad to know from the program that we are to hear from our distinguished 
past president, Mr. Cameron, on this subject. 

The issues are, first, between unit and multiple banking and then if the 
latter wins over the former, the means and manner of providing multiple 
banking. One thing which complicates the matter is that there have been 
wonderful successes under each an@ also failures, so that neither can be 
subjected to an acid test to which the other has not or cannot also stand. 
Furthermore, there are those who have sought to array branch banking 
against chain and group banking, as though any of these would drive out 
the other, but this is a false premise. Branch banking will not naturally 
drive out chain and group banking, nor will chain and group bankingdrive 
out branch banking. As a matter of cold fact, all kinds can theoretically 
exist side by side, unless legislation be passed which will favor one and 
damage the other. If given a fair field and no favors, it is difficult to say 
at the moment which system of banking will attain the ascendency. It is 
so hazy at the moment that one man’s guess is as good as another’s. 


Issues of Unit and Multiple Banking Systems 


From a position where unit banking almost ruled supreme, we have sud- 
denly reached a point where successful attacks are being made from both 
the angle of branch banking on the one hand, and group and chain banking 
on the other. Branch banking, however, is nothing new on this continent. 
It is a flourishing system over across the Canadian line and has been intro- 
duced in many of the States. In my State of Virginia, it has been apparently 
legal in the State banks from their incipiency in 1792 to date, although our 
present laws have almost limited it, as to future creations, to the city or 
town of the parent bank. Still with statewide branch banking permissible 
until 1928, little advantage had been taken of it. Prior to the Civil War, 
we had several cases of a parent bank with branches in other important 
towns, but even at that time no bank had more than 12 branches. I know 
of one system now brokén up which had an equal number as tecently as 
20 years ago. Today none has over five branches. There is little interest 
apparently in the establishment of branches in my State, where it has been 
lawful for 138 years and 12 seems to be high water mark as far as the 
number is concerned. 

Perhaps in the discussion of this subject I should explain my use of the 
terms, unit, branch, chain and group banks. I look upon a unit bank as 
one with but a single place of business. I look upon a branch as being an 
office or additional place of business where the business is that of one or- 
ganization. I consider chain banking that wherein a parent bank owns two 
or more additional ones, either through direct ownership of the stock or by 
means of a holding company. I consider that group banking refers to an 
association of banks Working in unison, although not coming into one of 
the foregoing classes, and where the method of control may or may not 
be by ownership. I see little difference ia practical effect between chain 
and group banking. 

There are those who are willing to scrap-unit banking, which has enabled 
us to arrive at our present state of world importance, for branch banking. 
In it they see a panacea for all our financial troubles and point to European 
countries and Canada as illustrations of its success. As a matter of fact, 
I, for one, am not willing to admit that the success of Europeans and 
Canadians is dependent upon their branch banking. In Europe the coun- 
tries, except Russia, are too small territorially to be compared with the 
United States. As for Canada, I am inclined to think that the Canadian 
people are entitled to the credit for the success of their country, and that 
with such a people and such a country, they could succeed under any sort 
of a banking system. And I take the same position for the United States, 
that our people have succeeded under a system practically unit,.and we have 
done so not because it was a unit system, but because of the inherent virility 
of the American people. They would have succeeded under a branch bank- 
ing system, or a chain or a group system. 


Progress Made Under System of Unit Banking 


I hope that these considerations will prove apnealing and that it will no 
longer be a matter of taking up with this or that system because somebody 
else has done it. We should dig down, analyze the subject and try to de- 
termine what is best for us at the moment and beginning from our present 
standpoint. This surely is something upon which we can all agree. 

There is no need.to hurry in regard to this matter. What most excites 
my dislike is to rush pell mell after this or that nostrum as a remedy for 
financial and political ailments. In the first place, we should find out if 
the patient is actually sick hefore prescribing anything. I admit no weak- 
ness in unit banking when properly conducted. 

In the next place, we should try to determine the efficiency of the agent 
used for a remedy before forcing it down. A few years ago there was a 
great rush toward bank guaranty laws, and yet cooler heads saw nothing 
worth while in them. In fact, while no offense is intended, it should have 
been apparent that if there is any virtue in the matter, it will have to be 
adopted by the National Government in order to be effective. With two 
systems working side by side and the ability to go from pne to the other 
almost as easily as it is to change your clothes, it is easy to see that any law 
passed by a State which proved unpopular, irksome or expensive, would 
drive out the best banks from the State system to the national. 


So if we should finally decide that a branch system should be introduced, 


it should be done carefully, quietly and with no force. Let commerce itself 








be the one to extend the invitation, without legislative efforts to hasten it. 
As bankers we are going to try to give business, commerce and industry that 
which they need.e Surely at this time, nothing more than branching within 
State lines should be considered. In fact, if I were to define the central 
thought of my discourse this morning, it would be local-option as to mul- 
tiple banking. I believe that I risk little in stating that local option was 
the best method of handling the liquor question. Uncle Sam had better take 
a leaf out of his experience in regard to the enforcement of that law and 
adopt local option as to multiple banking. I refer to Uncle Sam in this con- 
nection because the action of Congress is the point we need to safeguard. 
No State can project its banks and trust companies into the remaining 47 
States without their consent, if 1 understand the law correctly. If that be 
true, then we would require the concurrence of 48 legislatures in order to 
erect a nationwide system of branch State banks. One of these American 
States is a sufficiently large theater for the operation of a branch banking 
system. And this view has received strong endorsement recently by the 
utterances of officials of the world’s largest bank and by others prominent 
in banking and statecraft. 


Right of Congress to Force Will Upon States 


Frankly, gentlemen of the convention, I do not think Congress can justify 
its action if it attempts to force branch banking upon any State against its 
will. If my views are sound, then a bill passed by Congress giving to na- 
tional banks the same rights in regard to branches as are given by the 
respective States in which they are located to their own banks, will quite 
settle the whole question. In my opinion, the only justification for Congress 
to act in regard to the matter is to give to national banks the same rights 
as to branching as their State bank competitors have; in brief, to relieve 
against any discrimination. . 

‘But it is asserted that we have had a given number of bank failures in a 
certain number of years and, therefore, we must have branches for na- 
tional banks, either nationwide, within Federal Reserve Districts, or economic 
areas. Note the apparently descending scale. First, nationwide was sug- 
gested, but the reaction against it was too strong, and then its advocates 
fell back upon Federal Reserve Districts. Still the reaction was too strong 
and, lastly, they fell back upon an indefinite and undefinable proposition of 
economic areas. However, let no man be deceived, if State lines are ever 
exceeded, nationwide is the objective. Right here may I state that in my 
opinion it was a mistake in forming Federal Reserve Districts to disregard 
State lines. Anyone who can persuade himself that the proposition can be 
held down to small areas after once exceeding State lines, merits the services 
of a guardian. In this connection, adherence to State lines has been re- 
ferred to as artificial, but that is no valid reason against their adoption. 
Wearing clothes is artificia! Must we therefore go unclothed? 


But why the branch banking idea in regard to failures? Would a branch 
system have saved those failures? Certainly not. The premises are false. 
As a matter of fact, supernumerary banks have been started as ornaments 
to towns and villages, to give employment to some relative or friend, to 
provide sale for land, building material, furniture and fixtures, as promotion 
schemes for commissions, for spite and for other unsatisfactory reasons 
from a banking standpoint. It is not fair to the unit system to saddle re- 
sponsibility on it for them. I think after some years of supervision of banks 
I can account for most failures. In the first place, most of the failed banks 
should never have been started. The failures have been largely of smali 
undercapitalized and poorly manned country banks. Of course, I mean no 
offense to the country. I am a country man and, if I-have my way, will end 
my days in some quiet country place’ I can safely assert that the largest 
percentage of failures come from the fact of being overbanked. The next 
perhaps was due to dishonesty, and then frozen loans, deflation of land 
values, and inefficient management. 


Overbanking in South and West as Cause of Failures 


I believe that I can safely assert that in the South and West, where there 
have been the most bank failures, both were overbanked. The seriousness 
of such a situation can best be appreviated by finding a parallel of some 
sort. To my mind, it can be likened strikingly to an airplane in mid-air 
with the engine dead. The flier has to volplane down the best he can, and 
his success depends upon his skill in doing so and in landing. In my 
State of Virginia, we are overbanked and we have had too many bank 
failures. Had we made a better selection in locating banks and granting 
charters, we might have reduced them te an almost negligible number, and 
I feel that what has been our experience has been that of other States sim- 
ilarly situated, in varying degrees. You will catch the full import of this 
when I further explain that we had no official examination of banks until 
20 years ago, and no authority to prevent the organization of a new bank 
until 1928. Is there any wonder that we were overbanked and have had 
more than our share of bank failures? I think not, and submit that the 
wonder is that we have done as well as we have when any five men after 
complying with certain formalities and paying in from $10,000 to $15,000 
and up, or selling that amount of stock, could get into the banking business. 

Coming back to my theme, we have had bank failures and that is a cold, 
stark fact, but I submit that branch or chain systems is not the proper 
solution. The solution is the best disposition possible of the supernumerary 
banks; and, after that, better selection of places and men, better supervision, 
better laws and regulations and better educated bankers. And if you give 
us these, it matters little whether banking is largely unit, branch or what 
not. We will have good banks. 

As far as my personal views are concerned, if given local option in the 
matter, I care little about the rest. I have great confidence in our ability 
to work out our difficulties if drastic changes are not forced. My banking 
eXperience began in a branch bank. I, therefore, have no antagonism to- 
ward them. I also have had training in a unit bank and would dislike to 
see legislation adverse to them enacted. In addition to that, I once organ- 
ized what would now be termed a chain bank. I hope, therefore, I take a 
broad view of the entire subject matter, and that I may avoid narrowness 
in any phase of it. I favor moderate branch banking without a doubt as a 
supervisor, because it enables me to save a bank from going into a re- 
ceiver’s hands occasionally. 


Group Banking May Be Forced Upon State Banks 


I have had little to say especially about chain and group banking. At 
present that is a system which is sweeping certain localities and the out- 
come of it is difficult to foresee. Whether it is a permanent contribution to 
the evolution of a banking system, or whether it is merely a fad or novelty 
in the banking world, remains to be seen. To those who think in the short 
space of five or six years they have evolved a new, permanent and finished 
product in banking, all I have to say is I think they are very optimistic. 
However, they may be forced upon the various State bank systems if Con- 
gress in its wisdom ever sponsors nationwide branch banking for national 
banks. For inasmuch as the States doubtless cannot give extraterritorial 
rights to their own banks, they may permit the organization of holding 
companies which will give much the same results. 

In regard to the idea of nationwide branching, it really impresses me as 
though those who originally sponsored the idea felt so sure of their ground 
that they neglected to find reasons beforehand. Now when a large per- 
centage of the banking thought is still arrayed against them, various and 
sundry reasons have been hastily marshalled. I have recently read a book 
purporting to discuss the principles involved. One reason assigned is the 
analogy between banking and chain stores. The learned author has failed 
to realize that the depositor is party of the first part and his argument, 
which is otherwise very good, does not apply. Of course, the banker may 
learn some valuable lessons from the efficient chain store operator just as 
he can from efficient operators in other lines. But chain stores and branch 
banks are radically different. 
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Another reason assigned for branch banking is the need of American 
business concerns for larger banking units. Up to a certain extent this is 
true, but if we are faced with concerns which are going to monopolize their 
respective lines and demand a like monopolistic control of banking, I fear 
it is just another way of telling us that socialism is inevitable. Our people 
are going to break up the barons of this or that special privilege just as 
feudal barons were divested of their special powers. A word of caution 
here is in order. 

This same facile writer has swallowed the idea of bank failures as being 
a reason for branch banking. Little that is original is included, but he has 
repeated with enthusiasm all.the errors of others. 


Reserve System Not Dependent Upon National Banks 


The same old misrepresentation that the Federal Reserve System is de- 
pendent upon the national banks is repeated. He possibly does not know 
that 40 per cent of the resources of member banks of the Federal Reserve 
System is that of State banks and that any national bank can leave the 
System, when it so desires, by the simple expedient of giving up its national 
charter, and has been able to do it quicker than a State bank can. He has 
failed to grasp the fact that all membership in the system is voluntary. 

The climax is the following: “The Federal Government has not seen fit, 
although often urged to do-so, to interfere in any way with the rapid de- 
velopment of the State system of banking in opposition to it.” 

Since when has Congress been justified in striking down its own? State 
banks are incorporated citizens of this country paying their share of tax- 
ation and bearing their own share of all burdens which are lawfully imposed 
upon them, just as other torporations do. In principle they stand before 
Congress just as the Steel Corporation, the Pennsylvania Railroad, or the 
Metropolitan Life Insurance Company. In the late war they did their 
share, just as much as the national banks similarly situated did, notwith- 
standing some statements to the contrary. Success of the State banks means 
prosperity in the country, and I am at a loss to account for such a prejudiced 
mind. Congress may be justified in seeking to build up its own banks, but 
certainly is not, in trying to strike dowh ours, which equally merit its 
protection. 

The point is made that chain bank holding companies are not ordinarily 
subject to supervision. I readily agree that they should be, but the super- 
vision of them is not nearly as important a matter as it is made out to be. 
If the bank’s capital is fully paid in, even by a holding company, and the 
bank in question is required to comply with all laws and regulations to which 
it is subject, it looks to me as if the activities of the holding company will 
be safeguarded so that it can accomplish little that is objectionable. So a - 
straw man has been made out of the fact that holding companies are out- 
side of the supervisors’ jurisdiction, and the same is accordingly demolished. 
I repeat, to be on the safe side, bank holding companies should be supervised 
by the banking department of the State by which they are chartered. 


Strength and Weakness of Opposed Systems - 


While I have a preference for branch banking over chain banking, it must 
be admitted that each have points of strength and weakness. Both involve 
absentee ownership and lack the personal touch provided in the unit bank. 
Both reduce the managers to clerks and will fall short of performing the 
services heretofore furnished by unit banks. Branch banks will give doubt- 
less greater service to the public for the amount of overhead expended. It 
will enable a branch to handle as large items, if duly author#ed, as can be 
by the parent bank and will enable the easy flow of funds from a point cov- 
ered by the system, where money is plentiful to one where it is scarce. The 
question is will a given system give the service, be as ready to furnish 
commensurately sized loans to a distant branch or move funds where needed 
as effectively as a unit bank will? Practical operation alone will answer. 
The objection of absentee ownership, lack of interest in the locality and 
dwarfing of the personality of the branch officials all exist. 

Branch banks have failed and they can. The rareness of their occurrence 
is doubtless fully offset by the havoc they cause when they do. One negli- 
gently or criminally managed branch in a system may carry the whole down, 
although all others are all well administered. 

This latter diffidulty can be avoided by means of a chain system. Losses 
can be localized and segregated as each unit is working under a separate 
charter. Some can be allowed to close if too badly damaged without neces- - 
sarily affecting the remainder. In this aspect, it is much like introducing . 
something in banking akin to bulkhead compartments in a ship. And even 
if forced, to close by reason of the known connection between links of a 
chain, a good bank may be reopened. The evils of absentee ownership can 
be partially overcome by selling a minority interest in the stock to the 
locality. Greater affiliation with the local community can be provided. 
Greater discretion and responsibility is likely to.be reposed in the local 
officials. There need be no interference with the flow of funds from one 
part of a chain system to another. The sole disadvantage lies in being 
unable to loan the maximum loan anywhere in the system, which might be 
under a branching system of like size. It is not sound to assert that the 
parent bank cannot exert the same control over chain units as can be over 
branches. It can be if a proper foundation is laid. All of the while it must 
be borne in mind that bigness alone does not exclude weakness. Some small 
banks have the strength of Gibraltar, and some large ones are relatively 
weak. Bigness, however, does bring its own train of difficulties. Big busi- 
nesses require big men to run them. If these are nct available, you know 
what to expect.. Big men usually succeed, but if they fail, then big com- 
plications are the result. But what is more unfortunate, they are more 
loath to admit their mistakes when made than others, and are likely to 
make more trouble trying to get out of the first. 


Improved Supervision and Regulation 


After standing for local option, around which I think there could be 
rallied a greater proportion of the banking thought than any other one 
thing, I believe in the improvement of our laws and supervision. But all 
those who believe in unit banking, those who believe in statewide branch 
banking, branching in home cities and those who for any reason oppose 
nationwide branch banking, should come together to sustain that one point. 
As a constructive suggestion, I urge that, or stand for local option in 
banking. 

Concerning laws and supervision, we as supervisors should turn to the 
idea of a greater uniformity of laws, of supervision and examinations. I 
fear I shall be met with the response that uniform banking laws are a 
utopian ideal, impossible of attainment. However, banking is a profession 
carrieg on under certain scientific principles and business ethics which are 
as effective on the Atlantic as on the Pacific, and at the mountains as well 
as the seashore. The best way in which we can keep as much of the bank- 
ing business of this country under control of the several States is to make 
our share of banking safe and satisfactory. Uniformity of laws and super- 
vision will certainly be a means to that end. For illustration, had we not 
around 30 years ago put all our negotiable instrument laws under a uniform 
law, long before this means would have been found to cover the subject with 
a Federal law. As.it is, as far as I can see, there is not the faintest desire 
to enact Federal legislation on the subject. Then I believe the avoidance 
of forcing too much on the National Government will be something which 
Democratic Massachusetts and Republican Virginia can join hands upon. 

Again, take another parallel. There is quite a demand for uniformity in 
regard to marriage and divorce laws. If our States can get together on the 
subject before Congress legislates upon it, it may be like the Uniform Ne- 
gotiable Instruments Law, otherwise they may find themselves out of luck. 
The Constitution of the United States can be amended, if necessary, but 
even that formality may be found unnecessary in view of the very satisfac- 
tory manner in which it can be construed in case of need. 

Hence, not to protract that line of argument further, in my opinion uni- 
formity of laws should be sought, if possible, as a means of holding what 
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we have of the banking business. But banking should be looked upon as a 
whole and the question of whether you get a charter from your State capital 
or Washington, should be overlooked as far as practical. Congress should 
seek to get as many State*banks in the Federal Reserve System as possible 
and cease to fret as to whether they are State or national banks, member- 
ship in the system being the thing. In fact, if I had any opportunity to do 
so, I would urge Congress to make a pet of the Federal Reserve Member 
Banks. That system is the greatest and most constructive legislation of its 
kind ever enacted by Congress. Nationwide national branch banking con- 
stitutes a threat to its integrity. There are already several banking insti- 
tutions which are larger than any of the Federal Reserve Banks taken 
singly, and the prospect of a bank or banks larger than the whole system 
will not be impossible if a system of nationwide branches is permitted. 
Such a creation will again produce the centralization of financial influence, 
just as it existed prior to 1912, and undo the idea of decentralization which 
was implied in the erection of 12 centers in this country. Being larger than 
its reserve connection, it will care little or nothing for its views when 
contrary to its own. 


Difficulties of Uniformity in Legislation 


I do not advocate the idea of uniform legislation down to the minutest 
details. For the present I think we should try to see how close we could 
get together on principles and the larger matters. I personally would be 
glad to propose to the people of my State the adoption of a uniform law if 
one could be drafted. On the start we could not attain the stringency of 
the laws of our Statés having the best ones, and w would: not ask them to 
bring theirs down to any lower standard as far details are concerned. 
We might get together on the broader aspects. To illustrate, many of the 
details as to capital stock could be uniform, without having the minimum 
the same throughout the country. In Virginia, minimum was conspicuous 
for its omission first, then set at $10,000, and then $15,000, and now $25,- 
000. Other States may have had a similar history. Uniformity of the 
supervisor’s title and ‘his general powe might be attained. There are 
seven or eight different titles among us, and doubtless none of us has 
exactly the same powers. 

In conclusion, these, gentlemen, are thoughts which have occurred to me 
during the past year in connection with unit and multiple banking. I do 
not know whether they will find favor in your sight or not. I simply submit 
them for what they are worth. I recommend that we use our influence with 
Congress in favor of leaving the question of branches, etc., to the States 
and that.we try to get our laws and regulations uniform. (Applause.) 

We next have the presentation of the minutes by the Secretary-Treasurer. 

SECRETARY SIMS: I have the minutes of the last convention here. All 
of you have had copies, and I hope that most of you have read them. I 
move their adoption. E 

The motion was seconded, put to a vote and carried. - 

“PRESIDENT BRISTOW: Next is the report of the Secretary. 


Secretary-Treasurer Submits Annual Report 


SECRETARY SIMS: I have for presentation to you (and copies have been 

circulated) our annual statement. This is the twelfth annual statement. 
able, page 24.) hs 

Coil aul a analysis of it in order that it may’ go into the proceedings 
conventien : 

“2 figures given are very gratifying and reflect, as a whole, a healthy 

condition of the banking institutions of our country. 

On Mar. 27, 1930, there was a total of 24,614 banks, of which 17,298 were 
State banks and 7,316 national banks, and in round numbers a total capital, 
surplus and undivided profits of $9,963,322,456, total deposits of $57,446,- 
000,535, and total resources of $72,038,566,271. we : . 

This is the first time in the history of our association, that is, since these 
figures have been compiled, that we have ever had mentioned a decrease. 

Total capital, surplus and undivided profits of all banks were $689,080,115 
in excess, while total deposits of all banks were $1,164,581,221.88 below the 
previous high record of Mar. 27, 1929, and total resources $628,185,730.62 
“below resources of that date. 

. So you see we have this time a slight decrease in the total of dposits of 
the country and a slight decrease in the total assets of the banks, though 
we have had an increase in the capital account. 

On Mar. 27, 1930, in round numbers, the capital, surplus and undivided 
profits of the State banks were $6,164,175,456, and of the national banks, 
$3,799,147,000, showing the capital resources of the State banks to be 62 
per cent in excess of the national banks. The deposits of the State banks 
were $35,805,022,535, and of the national banks $21,640,978,000, showing 
the deposits of the State banks 65 per cent in excess of the national banks. 
The total resources of the State banks were $44,690,068,271, and of the 
national banks $27,348,498,000, showing the resources of the State banks 
63 per cent in excess of the national banks. , 

Between Mar. 27, 1929, and Mar. 27, 1930, deposits of the State banks 
increased $67,320,778, and deposits of the national banks decreased $1,231,- 
902,000. During the same period total resources of the State banks in- 
creased $1,045,228,269 and total resources of the national banks decreased 
$1,673,414,000. i 

Since June 30, 1919, which was the date of my first complete statement, 
capital, surplus and undivided profits of the State banks have increased 
$3,264,512,799 and the national banks $1,435,669,000. The deposits of 
State banks have increased $14,172,200,524 and the national banks $5,716,- 
113,000. Resources of the State banks increased $18,724,392,434.52 and the 
national banks $6,548,948,000. The decrease in the number of State banks 
totals 3,730. The decrease in the number of national banks totals 469. 

This makes a total increase in all banks of the United States since June 
30, 1919, as follows: Capital, surplus and undivided profits, $4,700,181,799 
or 80 per cent; deposits, $19,888,313,524 or 52 per cent; resources, $25,273,- 
340,435 or 54 per cent; number of institutions, 4,199 decrease. 


Soundness of Present Banking Situation 


I submit that the decrease of institutions—some brought about by the 
failures of these small banks, but many brought about by consolidations in 
localities that were overbanked—and the increase in the capital structure 
of our banks of this country is a very healthy condition. 

Much has been said in Congress, as I mentioned last year, about the 
necessity of national legislation to uphold that class of banks, the national 
banks, which were the backbone in the Federal reserve system. You will 
remember that at San Francisco last year I, for the first time, presenged to 
the convention a comparison of the resources of the State and national banks 
in the Federal reserve system. I thought, as that has been a pertinent 
question, a matter often mentioned to our disparagement, that as a matter 
of common justice I would carry it in my analysis, and I have brought it 
in this year for the first time. 

Federal Reserve Banks: 

Total resources all member Federal Reserve Banks Mar. 27, 1929, were 
$46,673,000,000. e 

Total resources National Banks Mar. 27, 1929, were $29,021,000,000, or 
62 per cent of total. 

Total resources of State Member Banks Mar. 27, 1929, were $17,652,- 
000,000, or 38 per cent of total. 

Total resources all member Federal Reserve Banks Mar. 27, 1930, were 
$45,902,360,000. i 

Total resources National Banks Mar. 27, 1930, were $27,348,498,000, or 
59.58 per cent of total. 

Total resources of State Member Banks Mar. 27, 1930, were $18,553,- 
$62,000, or 40.42 per cent of total. ; 1 

These figures show the great and increasingly important part which the 
State banking institutions play in our great Federal Reserve System, through 
their voluntary membership. 








Both classes of banks perform equally useful and necessary functions, 
and I do not make comparisons for the purpose of disparagement, but to 
emphasize the colossal size of the two great banking systems and to direct 
attention to the importance and need of both in the development and han- 
dling of our country’s business. (Applause.) 

I just want to emphasize again before I close the fact that there isn’t any 
disposition or purpose on the part of your secretary, or on the part of this 
association, or any of its members, to disparage any other banking system. 
What we are after is to try to secure the facts in the case, and it isn’t 
remotely criticizing to indicate that one is of a certain percentage to the 
whole and the other is a certain percentage of the whole, because it matters 
not what percentages may be, the virtue of each portion represented by 
these two great systems, after all, is measured by the integrity and worth 
of that system. (Applause.) 


Convention Accepts Financial Statement 


PRESIDENT BRISTOW: The report is before you. 

Mr. CAMERON: I move the Secretary’s report be adopted. 

The motion was seconded, put to a vote and carried. 

PRESIDENT BRISTOW: Next we will have the roll call of States. 

SECRETARY Sims: Alabama, D. F. Green. (No response.) 

Arizona, James B. Button. (No response.) 

Arkansas, R. G. Dickenson, Assistant Bank Commissioner. 

Mr. R. G. DICKENSON (Arkansas): Do you merely want us to report 
present, Mr. President? 

SECRETARY Sims: You have nothing in the way of new legislation? 

Mr. DICKENSON: That is the question I wish to ask. 

SECRETARY SIMS: We are calling for an expression as to new legislation 
and present business conditions. o 

Mr. DICKINSON: There has been no meeting of the Legislature since our 
San Francisco convention and, consequently, no new legislation in Arkansas. 

Business conditions in the State are fairly good. We have no unemploy- 
ment problem in Arkansas, but we are a little apprehensive of the future in so 
far as it affects'the banks. We are having a most severe drought, one of the 
most severe we have ever had. I think we will have a little feed crop for 
next year. If cotton doesn’t bring a good price, we will have very little 
money to’purchase feed. 

SECRETARY Sims: California, Mr. E. D. Holly, Chief Deputy Superin- 
tendent of Banks. 

Mr. E. D. HOLLy (California): Mr.’Chairman and Gentlemen of the 
Convention: I am glad to report that the Legislature of the State of Cali- 
fornia hasn’t met since we were gathered together in San Francisco. 
(Laughter. ) 

I am also glad to report that we haven’t been frced teeclose any banks in 
California since that time. ' 

I am also glad to report that California has a magnificent crop, net only 
of fruit, but of grain and of everything else that she raises. Up in the cling- 
peach district of California, there will be canned this year some 10,000,000 
cases of cling peaches. I am just requesting vou now to eat all the cling 
peaches you possibly can. They are very excellent for the health and they 
are also very delicious. 

Before I sit down, Mr. Chairman, I just want to comment a little bit upon 
a remark that our President made in his discussion here when he used the 
term “local option” as applied to banking. As I understand it, one of the 
fundamental things that we like to have in banks is great liquidity, and it 
has always appeared to& me that the term “local option” has been used 
largely in connection with the matter of liquidity; and while I do not know 
that we have had any more liquidity, I do know that in times of local option 
we have much better liquidity. (Laughter.) 

I thank you. (Applause.) 

SECRETARY SIMS: Colorado, Mr. Grant McFerson, State Bank Commis- 
sioner. 


No Changes Contemplated in Colorado Laws 


Mr. GRANT MCFERSON (Colorado): Mr. President, Colorado is repre- 
sented by myself and is delighted to be here and to be known as a good west- 
ern State. Following my good friend, Mr. Holly, of course, I am seriously 
handicapped. However, the general conditions, we consider, are practically 
normal. 

The question of prices is of interest to us at this time, but that may be 
improved. 

Like Mr. Holly, I am pleased to state we have had no legislation, but 
we are anticipating a meeting of the legislature in January, 1931. There 
is no thought of changing the banking laws. Thank you. (Applause.) 

SECRETARY SIMS: Connecticut, Mr. Lester E. Shippee, Bank Commis- 
sioner. 

Mr. LESTER E. SHIPPEE (Connecticut): Mr. Chairman, Connecticut has 
shared in the good fortune, as has California and Colorado, in not having 
a legislative session since the San Francisco convention. 

Business conditions in our State are good. They are not as good as 
they were a year ago. We have some unemployment, some depression in 
a few lines; but, fortunately, we have a great diversification of industry 
in our State and depression in any one line or half a dozen lines doesn’t 
necessarily mean a stagnation of business. I fell that some of the other 
States should adopt the slogan of California to advertise its own prod- 
ucts. Perhaps we don’t all raise peaches, but we do have certain prod- 
ucts which we might advertise. -. 

In Connecticut we do not close banks. As California has bragged a 
little about not having closed a bank during the last year, I might say 
we haven’t closed one in 12 years. 

I think that our next session of the General Assembly will be in 1931 
and we are anxious to get the sense of this meeting along the lines of 
branch, chain and group banking legislation, which all our bankers are 
talking about. (ApplauSe.) 

SECRETARY SIMS: Delaware, Mr. Harold W. Horsey, State Bank Commis- 
sioner. 


Disturbing Farm Situation in Delaware 


Mr. HAROLD W. Horsey (Delaware): Mr. President, I am sorry to report 
that the same conditions do not apply in Delaware as in some of the other 
States. We have a good agricultural situation in Delaware, but the 
farmers have experienced a very severe drought this season, just as our ~ 
friend from Arkansas stated they have had. Our one industrial center, 
Wilmington, I don’t think would share in the same condition at the pres- 
ent -period. 

At the present time the bank resources are better than ever réported by 
several million dollars. That would indicate that, outside of the agricul- 
tural condition, the State is in very good shape. 

Since it seems to be the order to have an experience meeting on the 
question of failures, I am very sorry to have to report that Delaware in 
the last two years has had two failures. One of those was*a national 
bank, a small nationg] bank, and the other was a State bank which had 
been in the system only a matter of a year and a half, but had existed 
as a national bank for over 50 years prior to that time. So we don’t feel 
that our State system should be charged with that failure pdrticularly. 
At any rate, we are very glad to report that although the State Department 
had to close the bank, within the last two weeks the bank paid its de- 
positors 100 per cent. They had a good large surplus and capital. We 
feel very much pleased that all the depositors came out whole. (Ap- 

lause.) 

° SECRETARY Sims: Georgia, Mr. A. B. Mobley, Superintendent of Banks. 

Mr. A. B. MOBLEY (Georgia) : Georgia has biennial sessions of the Legis- 
lature. Since the San Francisco meeting we had no session. It con- 
venes next year. 

As for conditions, I am glad to re) 


conditions are improving in 
Georgia. Our watermelon crop and pe: 


cvop are moving. Our tobacco 

















is just beginning to move. The crop is fine in quality and quantity: The 
price may not be so good. Of course, our chief money crop, cotton, is 
going through a crisis now. The drought was bad, but what is worrying 
us most is the price. Maybe we won’t get the price we would like to have. 
The boll weevil, so far, has done no damage. If we should get a smaller 
price, we believe we will not owe so much and we will not spend so much. 
Even at a lower price, we will have more profit in our crops this year than 
we had last year. (Applause.) 

SECRETARY SIMS: Idaho, Mr. E. W. Porter, Commissioner of Finance. 


Banks of Idaho in Strong Position 


Mr. E. W. PorRTER (Idaho): Idaho has no’bank failures to report. 

The agricultural, stock and mining conditions are exceptionally good 
as far as production is concerned. The prices, however, that are pre- 
vailing at the present time are not entirely satisfactory. As you know, 
Idaho is one of the great wool and sheep-producing areas of the United 
States. Somehow or other the people down here im Boston don’t seem 
to see values in wool that we would like to have them produce. 
. The banks of Idaho are in an exceptionally strong position at the pres- 

ent time. We have had probably 50 failures in the last 10 years, but none 
during the last year or so. The remaining bankers are the real type who 
believe in having reserves and building up surpluses and carrying a con- 
siderable portion of their money in liquid assets. They are sitting very 
pretty today with at least 30 per cent of their deposit liability in liquid 
assets that could be converted readily in case a depression should occur. 
With low prices it might be true that they might have to resort to their 
liquid resources to some extent. However, nobody seems to be feeling 
especially downcast. 

We have no unemployment problem. Everybody seems to have plenty to 
do and is doing it. 

These irrigation districts, you know, are always talking about liquidity. 
Possibly California started that and we are absorbed in that question also. 
(Applause. ) 

SECRETARY SIMs: Illinois, Mr. E. E. Nicholson, Chief Bank Examiner. 

Mr. E. E. NICHOLSON (Illinois): Mr. President and Members of the 
Convention: Illinois had a new banking act to be voted on by the people 
in November. I believe we have one of the shortest banking acts in the 
United States, about 1514 paragraphs. This law lengthened it somewhat 
and emphasizes some of the duties.of the Auditor, and really legalizes 
some of the actions that have been taken by the Department in the last 
few years. One thing in particular, it gives the State banks the privilege 
of reducing the par value of the capital stock to $10. 

We haven’t closed very many banks in the last year, but quite a number 
have closed themselves. Our conditions are not as favorable as some of 
the other States report. If some of you would buy Illinois coal and wheat 
for your bread and some of our good corn for your corn whisky, we would 
improve conditions. (Applause.) 

SECRETARY SIMS: Indiana, Mr. Thomas Barr. 


Authority Over Banks Extended in Indiana 


Mr. THOMAS BARR (Indiana): Mr. Chairman, the Legislature of Indiana 
met and they amended the banking law, and if the supervisory powers 
are not properly safeguarded and extended, there is nobody to blame but 
me, because I happened to write the law. The commissioner is given 
almost unlimited discretion as to when a bank should be closed and as to 
the disposition that should be made of it afterwards. We did not get the 
law passed that gave the Department power of liquidating the bank itself 
after it was necessary to administer its affairs. 

It just so kappens that in the place of a better man, I have been con- 
nected with the Banking Department longer than anybody else ever has 
been. It has been 11 years in one capacity or another. At the time I 
became connected with the Department, we had 864 banks under State 
supervision. We have 700 now, about 707. We close banks whenever we 
think they need it. 

Our crop conditions are excellent. We are going to have a good corn 
crop and that means a good hog and cattle crop for us. We had a good 
wheat crop, the best we have had ineyears, but we can’t raise wheat for 
the price we are getting for it. We have just got to do the best we can, 
and we are fairly well satisfied. 

I can express the situation better by telling an incident that doesn’t 
reflect anything to my credit. I was a little out of humor one time in a 
public meeting, a group meeting in Indiana. The chairman of our as- 
sociation at that time gave publicity to a remark I made. I happened to 
say that we had too damned many banks and not enough bankers. The 
same situation still prevails, but we are getting better right along. These 
matters will all adjust themselves finally. 

Speaking of our most noted crop, our literary output, I regret the 
lamentable falling off. Riley died long ago. Booth Tarkington is having 
trouble with his eyes. I don’t say this in a spirit of levity, because it is 
a matter of deep regret. George Ade is like some of the rest of us—he 
is getting a little bit old—and we don’t have any others now worth men- 
tioning. (Applause.) 

SECRETARY SIMS: Iowa, Mr. L. A. Andrew, Superintendent of Banks. 

Mr. L. A. ANDREW (Iowa) :+ Business conditions are very fair in lowa. 
Crop conditions are very good. Banking conditions have improved. Dur- 
ing the past year we have had fewer failures than in five years before. 
Good banking practice is now the rule. Our 990 State banks are in better 
condition today than they have been for 10 years. In Iowa we believe 
in the unit bank. We believe that the unit bank has built up our State, 
and we are opposed to nation-wide branch banking. (Applause.) 

SECRETARY SiMs: Kansas, Mr. H. W. Koeneke, Bank Commissioner. 


Intangible Tax Abolished in Kansas 


Mr. H. W. KOENEKE (Kansas): Mr. President, I want to take the liberty 
of saying-a few words about Kansas. I was disappointed in our friend, 
Holly, from California. Every time I have heard a talk made by a Cali- 
fornian, he mentioned the California sunshine. I was wondering this 
morning why we didn’t hear a word mentioned about the California sun- 
shine. However, he probably rolled through Kansas coming over here 
and he felt 103 or 104 degrees of Kansas sunshine which, I believe, is 
more intense than California sunshine. 

We had a special session of the Legislature called especially to repeal 
the intangible tax law of Kansas, which had a peculiar effect on the 
banks. In the first place, the national banks, or one of the larger na- 
tional banks in the State proceeded to go to court and got itself classified 
under the intangible tax law, which reduced its rate of taxation from 
about 3.5 to .50 or .55, which was quite a reduction. In other words, it 
saved them about $25,000 a year in taxes. Immediately when that de- 
cision came out, all the other national banks were put in the same classi- 
fication. Then the State banks started actions and were also placed in 
the same classification which, naturally, put the situation in such a con- 
dition that we didn’t receive much in taxes from the banks in Kansas. 
So abcut the only thing we could do was to repeal the intangible tax law, 
and now the banks are again under the ad valorem rate, which is probably 
alittle too heavy, but it is more just than the intangible law. 

At the same time, they passed new legislation which permits State 
banks or national banks to deduct the entire amount of real estate they 
may own from their assessment of the bank stock, up to 100 per cent of 
course. 

Business conditions in Kansas are good. One thing we should like to 
see is higher prices for wheat. The slogan of Kansas is “Kansas raises 
the best wheat in the world.” What we would like the other States to do 
a0 eat more bread, consume more, so we will have mere market for our 
wheat. : 

Nothing else of any consequence has happened that I can think of at 
the present time. We have had a few bank failures. Most of these fail- 
ures were voluntary liquidations. In other words, they were smaller 
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banks which didn’t have sufficient funds to justify their existence and 
they just folded up their books and quit. 
We had 11 failures in 1930, 4 of which were brought about by defalca- 
tions, and the others were voluntary liquidations. (Applause.) 
SECRETARY SIMS: Has anybody come in from Kentucky? . (No response.) 
The Bank Commissioner from Louisiana is on his way here but he had 
to stop in New York yesterday on business matters. I will just pass 
Louisiana until he comes in. 
Maine, Mr. Sanger N. Annis, Bank Commissioner. 


Banking and Business Satisfactory in Maine 


Mr. SANGER N. ANNIS (Maine) : 
whole very generally satisfactory. 
bank in the State this year. 


I think that business conditions are also very good. 


_The crop conditions this year are excellent, particularly the Summer 
visitor crop that annually comes to see us. I think at the present time 
there must be at least more than 1,000,000 people in the State from States 
all the way from Massachusetts to California and from Minnesota to 
Louisiana, tempogarily residing with us, enjoying our climate, rest and 
recreation. (Applause.) 

SECRETARY SIMS: Mr. Roy A. Hovey, of Massachusetts. 
out just now. 

Michigan, Mr. R. E. Reichert, Bank Commissioner. 

Mr. R. E. REICHERT (Michigan): Mr. President, despite reports, Michi- 
gan has some unemployment at the present time but no serious difficulties. 

_We have had two bank failures. They were not due to industrial con- 
ditions, however. They were due to a connection of private bank inter- 
ests and State: banks interests. They came about through the intermin- 
gling of the funds of those institutions. 

Our crop conditions are good’and along with Maine and some of the 
other northern States, our tourist crop, while I understand there are 
some complaints, is fair this year. 

In the matter of legislation, we rewrote our banking and trust acts in 
1929 and made some amendments, principally recodified the act, which 
was 40 years old. We had some 50 amendments to deal with. The changes 
in substance, however, were of more or less minor importance. The act 
stands very much as it stood before. It was simply putting the amend- 
ments in the proper places. (Applause.) 

SECRETARY SIMS: Minnesota, Mr. A. J. Veigel, Superintendent of Banks. 

Mr. A. J. VEIGEL (Minnesota) : We haven’t had any session of the Legis- 
lature in the last year. - 

We have reduced the number of banks in Minnesota to about 400 in 
the last 10 years by consolidations and voluntary liquidation and closing. 
We have had 203 consolidations in the last seven years. We hada special 
department working on that end of it. We have had 34 consolidations 
since the first of the year. We believe that is the only permanent solution 
where the overbanked conditions exists. 

I think the Commissioner of Maine mugt have misspoken himself when 
he said there were some Minnesota people in Maine during their vacations. 
Surely nobody would leave 10,000 lakes in Minnesota. (Laughter.) I 
might say the fish are a good deal larger there this year than they were 
last year. (Applause.) : 

SECRETARY SIMS: They were pretty big last year. 

MR. VEIGEL: We invite you all up there to spend your vacation. 
of bringing the ordinary fish lines, bring either cable or rope. 
and applause.) 

SECRETARY SIMS: 


Banking conditions in Maine are on the 
In fact, we have had no failure of a 


Mr. Hovey is 


Instead 
(Laughter 


Mississippi, Mr. J. S. Love. 


Doubtful Prospect for Mississippi Crops 


Mr. J. S. Love (Mississippi): Mr. President and Gentlemen: 
and banking conditions in Mississippi are only fair at this time. Our fruit 
crop is considerably short, due largely to the drought. Our principal 
money crop, cotton, is not any too promising at this time, largely due to 
the drought. However, I am sure we will make more than an average 
crop with a fair price. We will get some liquidation, however, on frozen 
debts, not nearly as much as we expected. 

We know nothing about the unemployment problem in Mississippi. 
That pretty well takes care of itself. 

We did have a rather sensational session of the Legislature, lasting 
longer than any other session in the State, over five months. There was 
some banking legislation that came up and was passed and it was very 
gratifying to the Department, particularly with reference to the guaranty 
deposit law which Mississippi has been undertaking to operate under for 
15 years, being one of the two States operating undtr that law. The 
bankers of the State set out to get the law repealed. We did get it re- 
pealed in a modified way. It was virtually the same as repealing it. That 
is to say, the law was repealed as to the issuing of any further guaranty 
certificates to depositors of a bank, but the assessment is continued until 
the present guaranty certificates now outstanding are paid. 

There was a section in that measure that provides for issuing of bonds 
to take care of the certificates of guaranty outstanding. Those bonds 
bear the faith and credit of the State of Mississippi. However, there was 
one provision in that section that delays the issuing of the bonds to pay 
those certificates, and that is that the constitutionality of the law must 
first be approved or passed on by the supreme court. We hope to get that 
through and, if favorable then every guaranty certificate outstanding at 
this time will be paid by the proceeds of a bond issue for that purpose and 
then we will be in very good shape in Mississippi as to the guaranty de- 
posit law. 

The law provides that the assessments shall continue and the proceeds 
be used during the lifetime of the bonds, which will probably take 15 
years. We hope at that time the Legislature will be wise enough to see 
the futility and foolishness of continuing such an assessment. 


3usiness 


Investigation of Banking Department of Mississippi 

There was no momentous legislation as far as the Banking Department 
was concerned, for the reason it seemed to be a day of investigation in 
Mississippi. Many departments of the State have been investigated, in- 
cluding the Banking Department. There was a committee appointed by 
resolution in the House of Representatives to investigate the Banking De- 
partment and its action in the banks. That had reference particularly to 
the liquidation of State banks and to the realization by the commissioner 
out of the assets of those banks and the cost of the realization. That com- 
mittee was at work for a month. They called many witnesses and finally, 
after a thorough investigation, I am very happy to say the Banking De- 
partment-was exonerated completely. Our record seemed to be a fair one, 
or at least as good as most of the States that have to handle liquidation, 
as to realization on assets and as to cost of this realization. 

We have had éur share of bank failures in Mississippi during the past 
12 months, due largely to conditions. Many of our failures were banks 
that were really in as good or in better condition than they were a year 
ago, but on account of general conditions, as somebody has said here. to- 
day, being smaller banks, were not making money and really were not en- 
titled to exist. Those banks have closed. 

We have had no large failures. We have had no bad failures. Buta 
bank failure, no matter how small, is a bank failure and is more or less 
of a reflection on the record of the Commissioner. Yet, as someone has 
said here this morning, we really did not mourn or grieve over those fail- 
ures, because we think we are weeding out the undesirable banks. We 
feel sure that soon we will be in such a condition in Mississippi that noth- 
ing but real good, first-class, well-managed banking institutions will re- 
main, and then we will be able to report few, if any, failures. 

I think that pretty well covers the report from Mississippi. (Applause.) 

SECRETARY SIMS: Mr. Love, you'spoke of this assessment continuing frem 
your banks for 15 years. Of course, the impression would be that that 
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would be a hardship fastened upon the banks. 
offset is in the law? 

- Mr. Love: That is an important point. I am glad you remind me of it. 
In order that the banks might be induced to continue that assessment and 
be satisfied to Ay tinue the assessment, the Legislature included in that 
measure a section that exempts surplus invested in bonds from taxation 
up to 100 per cent of its capital, having in mind two particular points; 
first, to encourage the banks to continue to pay this assessment to retire 
these bonds issued for the guaranty certificates outstanding; and, sec- 
ondly, to encourage banks to build up that surplus to 100 per cent of the 
capital and at the same time relieving the banks of what the banks term, 
and justly so, to be a rather burdensome taxation. 

In Mississippi, for instance, banks pay taxes on 100 per cent of their 
capital, surplus and undivided profits as of Jan. 1 of each year. Indi- 
viduals and corporations pay on an average on 40 to 60 per cent of 
money invested or real estate owned. Therefore, banks have been dis- 
criminated against to a certain extent in the way of taxes. Now, with this 
measure in force, by the banks paying taxes only upon their capital and 
having their surplus exempt, we feel that we are about on a part with 
other taxpayers. At the same time, it gives us relief from that burden- 
some guaranty assessment and enables us to pay that and yet be just 
about on a par with other taxpayers in the State. In other words, it is 
one way that the bankers have found, or the Legislature has given, to 
relieve us of unusual tax burden. 


In many counties of the State, for instance (this may be rather astonish- 
ing to you gentlemen), on account of bond issues for roads and bond issues 
for schools and all of those things, the assessed valuation not increasing, 
the tax rate is as high as 11 and 12 per cent, which makes it very burden- 
some upon the bank. If a bank has $25,000 capital and even $20,000 sur- 
plus, then the tax rate is not so burdensome upon that bank. In paying 
this guaranty assessment, the relief practically pays the assessment for 
the banks. ‘After all, the State indirectly, you might say, assumes the 
payment of the guaranty certificates now outstanding. (Applause.) 

SECRETARY SIMS: Missouri. I am sorry to report Mr. Cantley was taken 
quite ill during the night. The report is that he suffers from a stone in 
his kidney. He has been suffering quite excruciating agony, from what 
his wife tells me. He is quiet now under the influence of opiates and 
no immediate danger is apprehended. 

Mr. A. J.’ VEIGEL (Minnesota): I would like to move the officers be re- 
quested to send some flowers to Mr. Cantley’s room. 


Will you tell them what the 


Repeal of Nebraska Law te Guarantee Deposits 


The motion was seconded and carried. 

SECRETARY SIMS: We will pass Missouri. 

Montana. Has anyone come in from Montana? 

Nebraska, Mr. Clarence Bliss. 

MR. CLARENCE BLIss (Nebraska): Mr. Chairman and Members: We feel 
that we can report quite outstanding progress in Nebraska for the last 


(No response.) 


year. It will be remembered that in 1909 our legislature passed the guar- 
anty law. We were not alone in trying out that theory of guaranteeing 
deposits. For every year or every campaign since that time, the guaranty 


law more or less came into the affairs of our State government. That 
condition existed from 1909 until the present year, 1930, when our Gov- 
ernor called a special session of the Nebraska Legislature in March for 
the purpose of discussing banking and banking matters alone. We had 
a distinct and outstanding session devoted to banking. In the course of 
that session, they repealed the guaranty law. We have no guaranty law 
in Nebraska at this time. 


We have had a few closings. On the line of the old matter we dis- 
cussed a year ago, we have had a number of reorganizations. We reor- 
ganized, reopened some 36 banks in Nebraska in the last year. Our ses- 


sion is over. The matter is closed and we feel that we are now making 
progress. (Applause.) aa 
SECRETARY SIMS: Has anyone come in from Nevada? (No response.) 
New Hampshire. (No response.) 
New Jersey. . (No response.) 
New Mexico. (No response.) 
New York. 


Modification of Private Banking Act of New York 


Mr. G. W. EGBERT (New York): Mr. Chairman and Gentlemen: I assure 
you I feel an honor has been given me in attending this convention. It is 
the first time I have attendéd one, although I am not a very young attache 
of the Banking Department of the State of New York. I have been with 
them 20 years. I would like to express an apology for Mr. Broderick, who 
could not at this time attend the convention, although he may be able to 
get here later. 

I don’t feel particularly lonesome, because I see my good friend, Mr. 
Dillistin, from the Federal Reserve Bank, and also my good friend, Mr. 
McDougal, from Buffalo, from the Marine Trust Company. 

A few moments ago when this gentleman in front of me got up to make 
a few remarks, his friend alongside him said, “make it short.” I pre- 
sume that, of course, applies to me. 

With reference to amendments to the banking law of the State of New 
York, there have been a few. The main and principal one was the amend- 
ment to the private banking act. Perhaps this doesn’s interest you gen- 
tlemen as much as it does us in the State of New York. We have quite 
a few private bankers, most of whom are cf foreign extraction and deal 
with foreigners. The law, as amended, wili put all private bankers under 
the supervision of the Banking Department, whether they are in cities ‘or 
whether they are in villages. Heretofore, the banking law as to private 
bankers was confined to the cities. From July 31 of this year, all bankers 
using the word “banker” or who receive or who have average. balances 
of $7,500 or under, will come under supervision. This no doubt will take 
in quite a number of stock houses in New York City. Also, it will take in 
those who transmit funds of $500 and under. That is generally the law 
on the supervision of private banks. 

With reference to banks, the Superintendent hed introduced in the Legis- 
lature certain legislation which we think has been very helpful. Here- 
tofore, when reports of examination were filed, we wrote what was called 
a disciplinary letter as the result of that examination. Superintendent 
Broderick made it a rule that a copy of the report of the examination 
should go to the institution, and at.the same time, as provided by the 
Legislature; 'a letter is written to each director, calling his attention to the 
fact that a copy of the report has been sent to the officers of the institu- 
tion and for their review. If it happens to be an institution which isn’t 
in the best of shape, we have another form of letter in which they are 
notified of the sending of the report, and it calls for a reply from each 
director, stating that he has read that report, and signed by him. 


Remissness of Bankers in Studying Obligations 

We find so many times when a bank gets into, trouble and we have a 
metting of the board of directors and call eertain things to their atten- 
tion, they will say, “why, we never heard that; that is the first I have 
heard that.” : 

The answer is that the officers haven't read the disciplinary letters to 
the board. We have had a very salutary effect as the result of these 
communications. ; 

Those are the main amendments to our banking law. I might say that 
we think we have a pretty fair banking law in the State of New York. 

As to conditions in New York State, I don’t think that I can talk as 
flowery as some ef these gentlemen have. There is quite a lot of unem- 
ployment. There is a great deal of complaint as to business conditions. 
While we are not in bad shape in our banks (we bélieve and really know 
they are not'in bad shape) we think our banks are better today than they 
have ever been. 
I want to say, to the credit of Mr. 


Broderick, whom no doubt a number 
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of you-men know, he certainly has turned things upside down in the Depart- 
ment and brought to bankers that needed to have things brought to their 
attention, very forcibly those matters. (Appiause.) 

SECRETARY SIMS: New Hampshire. Mr. Dole, we are having the report 
on legislation and business conditions in the States. We will now hear 
from New Hampshire, Mr. Arthur E. Dole. 

Mr. ARTHUR E. DOLE (New Hampshire): I have nothing particular to 
report as far as legislation is concerned. I have been extremely busy the 
past month owing to the necessity of closing one of:the largest banks 
in the State. The Merrimac River Savings Banks of Manchester had to 
be closed on account of a certain investment they had made. I have 
been extremely busy with that matter and was delayed this morning in 
reaching here. 

The business affairs in New Hampshire are very good and satisfactory, 
I guess, in the banking line. I think the banks have showed some gain 
in the past year, perhaps not as much as usual on account of the stock 
market slump of last Fall and the continued condition in the stock market 
this Spring. - (Applause.) 

SECRETARY SIMS: Has anybody come in from North Carolina? 
sponse. ) 

North Dakota, Mr. 


(No re- 
Gilbert Semingson, State Examiner. 


Merger Process of Eliminating Surplus Banks 


Mr. GILBERT SEMINGSON (North Dakota): We have had no meeting ‘of 
our Legislature since our San Francisco meeting. I will say that we still 
have too many banks and we are trying to eliminate them through con- 
solidations.' We are still closing some. Our last session of the legisla- 
ture abolished our guaranty fund commission, making it become effective 
July 1, 1929. But some individuals saw fit to refer it to the people for 
vote. They voted on it in the June primaries and the Legislature was sus- 
tained on a vote ratio of about two and one-half to one. The assessment 
was discontinued on July 1, 1929. 

Crop conditions in the State are just fair. (Applause.) 

SECRETARY SIMs: Has Mr. Gray, of Ohio, come in? (No response.) I 
understand Mr. Gray is to be here. 


Oklahoma, Mr. C. G. Shull, Bank Commissioner. 

Mr. C. G. SHULL (Oklahoma): Mr. Chairman and Gentlemen: We have 
had no meeting of the Legislature since the last convention. We had a 
meeting just before that convention. A member of the Legislature from 
my county introduced a bill to require a bond given to insure deposits. 
A rather amusing incident occurred during that session. Another mem- 
ber introduced a bill to require every party who secured a loan from a 
bank to give a bond that that loan would be paid. The result of it was 
that there was just one vote in favor of guaranteeing deposits. 

We will have a session of the Legislature the first of the year. We 
anticipate some legislation, but not much, particularly in reference to 
control and supervision of holding companies. We are winding up the 
guaranty funds in our State by court action. We have a suit pending 
in court now. 

Business Conditions in the State are cal fair. From some points you 
could hardly say they are fair. Oklahoma City, the largest city, is enjoy- 
ing quite a period of prosperity on account of ‘the large oil field that has 
been brought in there lately. It is nothing unusual for two or three wells 
a day to come in there, producing from 10,000 to 25,000 barrels. However, 
the field is on probation and not allowed to run the full extent. 


Our cotton crop is only fair. It is a little too early to pfedict the out- 
come of it. We have been suffering quite a good deal from drought there. 
We are not really as uneasy about the amount produced as the price we 
mzy receive. The wheat crop is fair. The price is not good 

Our banks are in better shape, I think, than they have been for the last 
10 or 12 years. Our deposits have fallen off in the State as a whole, but 
our capital investments have increased and I would say that the banks 
are in a more solvent condition than they have been. We had a few fail- 
ures this year. I don’t remember exactly how many. I do remember 
there were three State banks and in two of the failures of the State banks 
there was bad inside work, one man_killing himself on account of it and 
another w alking down to the penitentiary. One of the national banks had 
the same experience. 

I don’t feel pessimistic about the banking situation. I think the bankers 
generally realize the fact that we are simply getting down now perma- 
nently to pre-war price levels and are setting their pace accordingly. 
(Applause.) 

SECRETARY SIMS: Oregon, Mr. A. A. Schram: 


1, Superintendent c* l’anks, 


Oregon Applies Test to ee of Banks 


Mr. A. A. SCHRAMM (Oregon): Mr. Chairman, our Legislature has not 
met, but we have a folder that seems to be getting more crowded each 
month as we approach a new session, with legislation. Orego nreflects 
itself and its activity when I say that our conditions are fair. If in your 
mind fairness means this extreme heat, gentlemen, we are not with you at 
all. We are in comfort back there. This morning seems more like an 
Oregon morning. 

Mr. Porter has touched upon the sheep situation, That reflects Eastern 
Oregon. 

We have a good wheat crop. You people who speak about drought had 
better come over to Oregon. We have plenty of moisture. We do have 
it there consistently. This year our Spring planting has come along beau- 
tifully. Our lumber or timber activities are auite dormant. Some of our 
larger mills have not been operating due to the price slump. That is 
natural. We hope you people back here will resume your activity so the 
lumber products will be in demand. 

May I paint a picture of Oregon? If you can visualize a territory 350 
miles one way and 300 the other way, and in that delightful climate there 
are nestled approximately only 1,000,000 people, you will appreciate we 
have plenty-of room out there. We would be glad to have some of you 
good people move out there. 

Before I sit down I want to say that we are applying the acid test on 
banks and that is the test of earnings. While it takes a little persuasion 
and almost, force at times, we are gradually reducing the number of 
banks. In,three years of my activity now, I had a decrease of approxi- 
mately 20 per.cent-in the number of banks in my State. Some have been 
failures; that is, I have closed some. I closed four the first two months 
of my term. . Last year we had only one failure and this year we were 
getting along beautifully until the day after I got on the train. The next 
night I had.a wire advising me, that a small! institution with only $55,000 
deposits had. voted itself in the hands of the Superintendent of Banks 
for liquidation. That is a case where we have tried to encourage those 
people. We asked them in the Spring what they were going to do and 
how they-expected to get through. Of course, we couldn’t forewarn them, 
and they have had to take their own avenue of approach. 


Succession to Trust Powers in Consolidations 


I would like to have some help from the other supervisors on the ques- 
tion of trust legislation. You remember last year at San Francisco } 
asked how many of the State departments were supervising the trust 
departments in national banks. I think there were only six hands raised. 
Gentlemen, I will call your attention to the fact that unless your laws are 

radically different from those of other States, the national banks cannot 

exercise trust powers except as they are conferred upon them concur- 
rently, first; by the Federal Reserve Board, and then under the powers 
of th State'law. I have ene man who gives his entire time now to ex- 
amination of trust departments. It is a real responsibility there. 

In this program of consolidations and mergers, if you have never at- 
tempted to consolidate a trust company, you are certainly going to have 
a new experience, because you will have same trust agreements that are 
going on there perpetually perhaps, for years, and perhaps the trust 





agreement was drawn in a primitive way, designating one trust company 
to be the official representative, and now that company is attempting to 
go out of business. What are you going to do with it? It may be either 
a private or a court trust. So I want some help on legislation in that 
regard. 

May I continue on.the same thought? Mr. Asch may touch on it when 
he comes down to his program-of legislation. In our Better Bank Man- 
agement Conference which we had in March of this year, we were privi- 
leged to have six, I believe, supervisors from adjoining States to Oregon 
report at Portland. We definitely went on record to continue the thought 
of uniform legislation such as was touched upon by Mr. Bristow, our 
President. Gentlemen, I am in hearty accord with that suggestion. We 
certainly need it to stabilize or to fix the important maximum require- 
ments in our legislative program so they will be uniform. I hope that 
our activity here in our meeting this year will take some definite form of 
action in that regard. Thank you. (Applause.) 
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PRESIDENT BRISTOW: Gentlemen, in order for the convention to attend 
the program provided by my good friend, Mr. Hovey, it is necessary that 
we suspend here. Unless the Chair hears objections, we will do that. 
Before adjourning, we desire to hear from Mr. Hovey who desires to make 
an announcement. 

* * * Announcements by Mr. Hovey. * * * 

PRESIDENT BRISTOW: Gentlemen of the Convention: Unless there is 
some objection, we will adjourn now to meet in the Sheraton Room for 
luncheon. 

May I say before you leave, that we should attend promptly tomorrow 
morning at 9:30. Let’s try to be prompt, gentlemen, in order that we may 
carry out our program of business and also enjoy the good things which 
Mr. Hovey has provided for us. 

As I stated before, if you have no objection, we stand adjourned until 
tomorrow morning at 9:30. 

The meeting adjourned at 12:30 o’clock. 





WEDNESDAY MORNING SESSION, JULY 23, 1930 


SECRETARY SIMS: We now come to Pennsylvania on the roll call of 
States to report upon new legislation, if any, and business conditions. 
Mr. Cameron, Secretary of Banking! 

Me. PETER G. CAMERON (Pennsylvania): Our last session of the Legis- 
lature was in 1929, and we had no legislative program affecting banks. 
I am sorry I can’t, say that business conditions in Pennsylvania are satis- 
factory, because they are not. We have, of course, a very large diversity 
_ of indusfries in Pennsylyania, so that we are not apt to have any great 
business depression at an¥ time. 

The hard coal and the soft coal industries are not operating-as we should 
like to see them. The bituminous coal industry has been practically 
stagnant for the last five years and, of course, it has affected the banks 
in bituminous districts. The anthracite coal production has not been satis- 
factory during the past year, but last week the anthracite operators and 
the miners’ representatives met in New York, and I understand havecome 
to an agreement, a working agreement, which will secure a reduction in 
the price of anthracite coal and practically steady operation during the 
next five years, which will be a great benefit to Pennsylvania. 

I think that is al] I have to report this morning. (Applause.) 

SECRETARY SIMS: Mr. Cantley, do you feel well enough to say a word or 
two on that subject? 


T° meeting convened at 9:55 o’clock, President Bristow presiding. 


Year of Many Bank Failures in Missouri 


Mr. S. L. CANTLEY (Missouri): Mr. Chairman and Gentlemen of the Ses- 
sion: I am very glad you called upon me just at this time, for I don’t 
feel I can stay very long. 

Before reporting for Missouri, I want to take this opportunity of say- 
ing that I appreciate more than I can express in words the kindness of this 
group in sending the bunch of flowers which they did yesterday. I can’t 
tell you how much I really appreciated and enjeyed those flowers. I want 
you to know that I will never forget it. 

It is a little unfortunate for me to have had this attack. So I will make 
my little report for Missouri at this time. I can’t say fhat conditions in 
Missouri are good. The fact of the matter is they are the worst this year 
that we have had in the seven years that I have been with the Finance 
Department. I don’t like to make that report for Missouri, because we 
feel we have an average State; we feel that we want to report conditions 
equal or average those of the States of the Union. Not knowing what 
your reports have been, that is the report I must make. 

We have had more bank failures this year than we have had for several 
years up to this time. We are going to have some more. We have too 
many banks. That is partly the trouble. 

Missouri is an agricultural State primarily and the price of products 
is very poor, and we have had very poor crops the last two or three years 
and apparently it is all centered in this ene year and we cannot say but 
that we have considerable trouble ahead of us during the remainder of 
this year. 

I want to take advantage of another thing, if I may, Mr. Chairman. 
It may be out of order to say what I am going to say,*but I may not be 
here at the time it is to be said. If you will pardon me, I will speak 
briefly on another matter. If I don’t get in here at the time invitations 
are extended for holding the next convention, I want to repeat the invita- 
tion I extended last year in San Francisco, that is, for you to come to 
Kansas City, Mo. We feel that in Kansas City we have a city that can 
be reached with th least average miles of travel and the least expense, 
and that is an item under present conditions. I believe the commissioners 
of the several States will agree with me in a measure that we should set 
an example of economy in matters of this kind just at this time. 

Kansas City with its 400,000 population welcomes you. Tt has a resi- 
dential section unsurpassed for cleanliness. There is no city in the Union 
that surpasses it. The average temperature is not excessively hot. We 
have had excessively hot weather this year, the hottest in 30 years in 
Missouri, which is not conducive to good conditions. 


Convention Invited ‘to Meet in Kansas City 


I want you to know Kansas City is very anxious to entertain this com 


vention. For the past three years you have gone to the extremes of the 
country, two years on the eastern coast and one on the western. We feel 
justified in extending this invitation on behalf of Kansas City and the 
central part of the country. We hope when the time comes for considera- 
tion, you will give it a very kindly consideration indeed. 

I want you to pardon me for speaking out of order, but I am not in 
shape to stay in the meeting continuously. Thank you for the opportunity 
of talking at this time. 

With reference to legislation, we have no legislation to report since 
I met with you last year. Our Legislature will meet in 1931 and we have 
some things we expect to present to the Legislature for improvements, we 
think, te our banking law. On the whole, Missouri has a very good bank- 
ing code at this time. We revised our banking code in 1927. We think 
we have a good workable code. There were two or three things added to 
the code in 1929 about which I told you in San Francisco which have 
not proven to be workable. One of them was the method of liquidating 
a bank after it had closed. I think you will all remember the incident, 
the legislation I spoke of, because in reality it was humorous. Thé idea 
of turning a bank back to the board of directors with surety bond for no 
other purpose. than to liquidate it has been found to be unworkable indeed 
in our State. We can’t do anything with it. You have to give a surety 
bond, pay all deposits in full and liquidate the bank in one year. That 
is an impossibility so far as the banker is concerned. There is no use 
of my going into details on that. 

I thank you very much indeed and I want to repeat the fact that I ap- 
preciate more than I] can tell you the kindly remembrance of yesterday. 
(Applause.) sed 

SECRETARY SIMS:-. Has Mr. Mitchell of North Carolina come in? (No 
response.) . 

Has anyone come in from Ohio? (No response.) 

Hase anyone come in from South Dakota? 

Mr. G. A. MCGARRAUGH (South Dakota): Mr. President and Gentlemen: 
During the past year there hasn’t been any session of the Legislature in 
our State. That makes things more or less quiet. 

General business conditions are normal.. 


SECRETARY Sims: Tennessee, Mr. Robertson. (No response.) 


Texas, Mr.-James Shaw, Bank Commissioner. 





Mr. JAMES SHAW (Texas): Mr. Chairman, Ladies and Gentlemen¢ 
Texas has had little legislation during the past year, that is, banking 
legislation, other than asking for a building and loan law, placing those 
associations under the Banking Department. I didn’t know untél the day 
before it was passed that they were going to the Banking Department; if 
I had, I probably wquld have done what I could to keep them out. How- 
ever, they are my children now and I have inaugurated a plan to make 
them do a building and loan business and not a banking business, as many 
of them attempted to do. I had quite a lot of trouble with it at first. They 
were advertising to the public to make deposits, they were paying interest 
on money. - 

I went to the extremity of threatening to go into the newspapers myself 
and tell the public just what their status was if they bought building and 
loan stock. I think Ig@m about to correct the evil and in another year will 
have them where they belong. 

In addition, conditions in Texas at this time are fair. Texas, as you 
know, is widely diversified. It is 1,100 miles from Texarkana on the east 
to El Paso on the west. That covers a large territory. Our oil, agricul- 
ture, livestock and fruit interests are scattered throughout that territory. 
We have good times in some parts of the State and at the same time we 
have bad times in other parts of the State. Figuring on the whole, Texas 
is in fair condition. We will produce this year probably 5,000,000 bales 
of cotton. If the boys in Arkansas and Alabama and Mississippi, as they 
have reported here, do not make a normal crop, of course, we will benefit 
by it. 

Our oil and gas interests, as you know, are the greatest in the world. 
There is no question about it. Texas has a potential production of 1,250,- 
000 barrels of oile per day, which, if turned loose all at one time, would 
produce enough gasoline to run the automobiles of the United States. 

We also have great gas fields all over the southern part of the State, 
as well as the northwestern part. Our gas is now being used in Denver, 
Omaha, Kansas City, and soon will be in Chicago and probably Min- 
neapolis. 

We haven’t had too prosperous times down there for the last four or 
five years. The fact of the matter is we have got used to it and we have 
decided to take our losses and go on. 

I think I mentioned at San Francisco last year that during the last 
three years of my administration, I have tried to absolve the State banks 
of the sum of $13,500,000 in losses. About $7,500,000 or $8,000,000 of that, 
has come back in the way of new capital and the State banks of Texas, 
with few exceptions, are in first-class condition. Thank you. (Applause.) 

SECRETARY SIMS: Next is Utah, Mr. Walter H. Hadlock, State Bank Com- 
missioner. 


Revision of Laws Is Proceeding in Utah 


Mr. W. H. HAaDLocK (Utah): I want to say that just recently Utah had 
the honor of entertaining your honorable governors in their national con- 
youre and I am sure that they are still talking about our scenic wonders 
in Utah. 

While our ambitions are somewhat extended just now, I hope that we 
will be able to show you our hospitality in about 1932, that is, to the 
National Association of Supervisors of State Banks. * 

We have had no bank fajlures in Utah during the past four years. 

Crop conditions are just fair. We do not depend on the rains in Utah to 
develop our crops. We build huge dams in our canyons and store tHe 
water from the melting snows and by a network of irrigation districts, 
we water our crops when they need it, drawing from these reservoirs. 

As to new legislation, we now have a code commission in action in 
Utah, revising our laws, and we hope to have our banking laws revised 
considerably, so I am in the market for new ideas. 

I want to take this occasion to thank Mr. Hovey for the splendid enter- 
tainment. I wish to say that these old historical spots in New England 
that were almost fairy tales to me became real places yesterday during 
our visit. (Applause.) 

SECRETARY SIMS: North Carolina, Mr. John Mitchell, Chief State Bank 
Examiner . 

Mr. JOHN MITCHELL (North Carolina): Mr. President and Gentlemen: 
I have just gotten in here and I don’t know what this is all about. 

As to the general legislative program, nothing has been done in North 
Carolina since our last convention. 

As to business conditions, I for one have not tried to fool myself about 
them. They are not good in North Carolina; they are not good anywhere 
else. I think we all are on a parity, or perhaps above parity with a great 
many other States. North Carolina, of course, is largely an agricultural 
State. We are all familiar with the commodity price index to date. Land 
values have had about the same slump they have had in other parts of 
the country. I think we are going to come through all right. I will not 
try to delude myself into believing we are prosperous; I don’t think we 
are. (Applause.) 

SECRETARY SIMS: Next is Vermont, Mr. Robert C. Clark. (No response.) 

It may interest you to know, gentlemen, there are present now 36 States, 
and I think one or two others will be here pretty soon. 

Virginia, Mr. M. E. Bristow, Commissioner of Insurance and Banking. 


Operations in Virginia Under New Code 


PRESIDENT BRISTOW (Virginia): Gentlemen of the Convention: As far 
as Virginia is concerned, we had a session of our Legislature this year, but 
very little new legislation was undertaken. We have recently enacted a 
new banking code in Virginia and the bankers felt that they had received 
about what they desired, what they had asked for and they, therefore, 
only proposed changes or improvements in the then existing law. Per- 
haps the most important thing that received consideration was a bill to 
provide for the transitton of trust powers or the proper transfer, perhaps 
I should say, of trust powers from a State bank or trust company to a 
national bank in the event of its being converted or merged with a na- 
tional bank and to continue under the national banking system. 

As you probably know, there were some decisions of the courts which 
upset the orderly transfer of trust powers under those conditions. We 
had laws properly providing for the transfer of trust powers from a na- 
tional bank reverting to a State bank or merging with a State bank to 
continue as a State bank. That shows that we desire to deal fairly with 
our national bank competitors in that we have put them on a parity in 
the conversion or the merging. 
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I think that is about the only thing of general interest which was en- 
acted by the last Legislature in Virginia. 

As far as business conditions, I don’t think that I can make a par- 
ticularly roseate picture. Conditions are about fair with us. You know 
the St@ais largely agricultural yet and in recent years most of our farm- 
ers hate )ot made much money. The industrial part of the State, 1 think, 
is doiinuch better. I am sorry to say that the farmers are not doing so 
well. So that I consider conditions are just about average in Virginia. 
(Applause.) 

SECRETARY SIMS: West Virginia, Mr. L. R. Charter Jr., Commissioner of 
Banking. 


Prohibition of Branch and Chain Banking 


Mr. L. R. CHARTER (West Virginia): I must say for West Virginia that 
so far as business conditions are concerned, oil and gas are perhaps nor- 
mal. There has been some recession in farm lands. The coal business is 
pretty flat, you might say. There are bright spots in West Virginia. The 
Shenandoah Valley is really enjoying a very good prosperity at the pres- 
ent time. The drought, we have to state, perhaps set the farming busi- 
ness back considerably. 

So far as new legislation is concerned, there is practically nothing new 
except the present session of the legislature in 1930 prohibits branch, 
group and chain banking within the limits of the State. A separate bill 
also provides for the handling of receiverships through the Banking De- 
partment. Heretofore, it was handled otherwise. 

I want to say that West Virginia has enjoyed the hospitality of Massa- 
chusetts in the way of entertainment yesterday; in fact, if you will excuse 
the personal reference, I enjoyed it very particularly myself due to the 
fact my father was born down here in Springfield along about 1816, the 
same year Daniel Webster moved to your City of Boston. I am sure that 
ao the trip around New England and vicinity very much. (Ap- 
plause.) 

SECRETARY SIMS: Wisconsin, Mr. C. F. Schwenker, Commissioner of 
Banking. 


Worst Banking Year of Record in Wisconsin 


Mr. C. F. SOHWENKER (Wisconsin): Mr. Chairman® statistically Wiscon- 
sin has had the poorest year it has ever had in its history in the banking 
business. We have had more suspensions within the past 12 months than 
we have ever had. 

Wisconsin is a diversified State. It has lots of agriculture and manu- 
facturing. When our neighboring States were having suspensions, Wis- 
consin was apparently unscatched. Our troubles were pyramiding. 


We make in Wisconsin perhaps more than 50 per cent of all the canned 
peas in the United States. With Connecticut, Wisconsin shares the honor 
of producing the largest amount of binder tobacco. We have had a couple 
of bad years in tobacco. Last year was all right. The pea crop was 
overproduced. 

We have-been noted in Wisconsin for our dairy cows and dairy produc- 
tion. We have sold our cows to our neighboring States that have entered 
into competition with us until now we are oversupplied with dairy prod- 
ucts. Asa result, this year the price of milk products is from 25 to 33 1-3 
per cent less than it was a year ago. 


The combination of these troubles in these various agricultural special- 
ties has brought about difficulty for the banks in Wisconsin. 

In the cities we have probably as much unemployment as they .have 
in other States. ; : 

Yesterday, it seemed to me, some of these men were talking about con- 
ditions with some mental reservations, but I am telling you the truth 
about Wisconsin. We have more unemployment than we have had for 
many, many years. It is reflected in the condition of our building and loan 
associations and indirectly, therefore, into the banks. During the past 
year we have had a holding company, a group banking project, develop 
which has also had a tendency to undermine confidence in the rural com- 
munities. This big group has left no opportunity unused to spread the 
gospel that the small bank is doomed and only the large bank can survive. 
Every time we have had a suspension, it has been followed by a full page 
advertisement in the village paper, setting forth the benefits of large 
scale banking, until we have now in Wisconsin a very definite anti-chain 
bank, anti-group bank sentiment. 


Two years ago our Legislature met and the legislative program evolved 
by the Department was summarily thrown out of the Legislature. This 
year, as a result of all this agitation on chain banking and the depressed 
conditions in Wisconsin, the progressives have adopted in toto the De- 
partment’s legislative program of two years ago. The administration 
has also sponsored our program, and it appears as though at this next 
session, which begins in January, we are going’ to be able to-enact some 
real legislation for banks in Wisconsin. I don’t mean Wisconsin banks 
are in bad shape. I think possibly the rank and file of banks are in a 
little better shape than they were. They certainly are from the standpoint 
of earnings. But we have banks in the smaller communities that are dis- 
tressed and it is our purpose to enaet such legislation that will either 
compel those banks to become liquid and a factor in the community, or 
compel them to be merged with other banks or liquidated. 

We feel in Wisconsin we have 25 to 30 per cent too many banks. The 
program of the Department within the next five or ten years is to con- 
solidate, merge and liquidate down to a point where the number of banks 
will be adequate to take care of the business of Wisconsin and no more. 
Thank you. (Applause.) 

SECRETARY SIMS: Wyoming, Mr. John A. Reed, State Examiner. 


Banking Good, Business Fair in Wyoming 

Mr. JOHN A. REED (Wyoming): I don’t propose to lét Mr. Porter and 
Mr. Schramm get away with all the sheep herding honors. We want you 
to eat more mutton, use more wool back here. 

I am sure, as a sheep herder from Wyoming, I am enjoying the hos- 
pitality of Mr. Hovey and his New England associates. We have had no 
banking legislation since our last meeting. Our Legislature went into a 
special session for the special purpose of interpreting one of their own 
laws in such a way that they might elect a Senator to fill a vacancy caused 
by the death of our Senator Warren, whom you may have heard of. For- 
tunately, they did not in any way interfere with the banking legislation 
we now have. 

Business conditions in Wyoming are just fair. The banking situation 
is good. We are not getting the prices we would like to have for our wool, 
and don’t expect to get the price we would like to have for our lambs, 
but we have a very large lamb crop and our wool is unusually heavy, 
which will offset some of the shrinkage. It will take up some of the 
shrinkage in-price. I think that is about all I have to report. (Applause.) 

SECRETARY SIMS: Hawaii, Mr. Henry A. Asch, Deputy Bank Examiner. 


Objections Raised to Plan by Bank Economist 


Mr. Henry A. ASCH (Hawaii): Mr. President, our Legislature meets 
every two years, this being an off year. At the last session of the Legisla- 
ture we passed an act creating a commission to investigate and report on 
the necessity and feasibility of providing more comprehensive and more 
adequate banking laws. Our present bank code is really not a complete 
bank act. It provides methods for Mcorporation and disincorporation and 
very little else. . 

I have been trying since 1927 to secure legislation to remedy this con- 
dition, but made no progress until the 1929 session of our Legislature, 
when the commission was created. I have been made executive secretary 
of this commission. Three meetings have been held, and at two of these 
we have had the banks of the Territory present to express their views. 
Our bankers are broad-minded men, and if the commission put forward 
a proposed bank act which will safeguard the interests of the people in 
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the Territory, even though it may possibly infringe on their present prac- 
tice, they would assist in its adoption. 

I have taken the liberty of sending to each of you gentlemen a brief 
resume of the proposed requirements as set forth by the bankers, with the 
request that you comment and criticize the same and that you give us 
the benefit of your years of experience in analyzing the bank laws and 
thus assist the commission in securing a bank act the equal of any now 
in force in the States. 

Business conditions in the Territory are fair. Sugar prices have not 
been good. We have had no bank failures in the last eight years. We 
have only had two since 1885. Ithank you. (Applause.) 

SECRETARY Sims: Mr. J. S. Brock, of Louisiana, has come in. 
call upon him now. 

Mr. J. S. Brock (Louisiana): Mr. Chairman, we have had no new legisla- 
tion in our State since our last meeting. At the last regular session 
we attempted to get two changes providing for increase in capital and 
providing for examination of allied concerns, but they were lost in the 
shuffle. (Applause.) 

SECRETARY SIMs: Gentlemen, are there any others in the room who have 
not signed our book? I am very anxious to have you all sign this, because 
it is the only permanent record we have, and it is valuable and delightful to 
look over the lists of names as the years go by. We have some names here 
that have been continuously on the roll for 13 or 14 years. 

PRESIDENT Bristow: That, I believe, completes the roll of States. 

Now we come to an address on “The Present Position of Federal Bank 
Legislation, With Comments on Branch and Chain Banking.” It is my 
pleasure and privilege at this time to present to the convention one of our 
distinguished past Presidents, Hon. Peter G. Cameron, of Pennsylvania. 
(Applause. ) 


Present and Future of Banking Methods 


HON. PETER G. CAMERON: Mr. President, Gentlemen and Friends: First, 
let me express my great pleasure at being able to be present today at this 
convention. I was unable to attend the San Francisco Convention, but 
upon receipt of the report of the Secretary, I read every word in it. That 
was a great méeting, as all these meetings are. I know that we all derive 
great benefit from,them, and I believe this is the banner meeting.of all. 

Qn the 8th instant I received a wire from Secretary Sims informing me 
that L_would be expected to discuss at this meeting the subject, ‘Report on 
Present Position of Federal Bank Legislation, With Comments on Branch 
and Chain Banking.” 

I was exceedingly reluctant to undertake the preparation of a formal 
address because of the pressure of official duties and the critical iliness of 
my aged mother. But, believing it to be the duty of every member of this 
Association to respond to every call of Secretary Sims, who devotes so 
much of his.time and energies toward promoting the welfare of our or- 
ganization, I replied that I would do the best I could under the circum- 
stances. 

I have taken the liberty to reverse the order of the subject as assigned to 
me and will discuss the latter part of it first, i. e., “Branch and Chain Bank- 
ing.” Because of lack of time, however, I shall not be able to discuss the 
subject as its vast importance and wide ramifications justify. 

Chain banking has so many objectionable features and has demonstrated 
its weaknesses so conclusively, I hardly think it need be given serious con- 
sideration at this'time. Group and branch banking are the forms of banking 
that are receiving, and should continue to receive, our best thought. 

The program of our last year’s convention at San Francisco included an 
address by Commitsioner Shull, of Oklahoma, on the subject, “‘What Steps 
Shall Be Taken to Protect the State Banking Systems of the Several States 
in View of the Many Schemes for Federal Legislation te Protect the Na- 
tional Banks?” The program then called for a general discussion of this 
most important subject. Since I was unable to attend the convention, and 
being greatly interested in this subject, I addressed a letter to the President 
and members of. the Association, in which I called attention to the difficulties 
encountered by the Association in the past in its efforts te prevent Federal 
legislation that was objectionable to the State bankers, and to the very 
apparent purpose on the part of a number of the larger national banks and 
their supporters, including certain influential Federal officials, to promote 
the interests of the national system at whatever cost te the State system. 
I called attention to certain printed articles and other public utterances to 
show to what lengths these interests and influences would go to achieve 
their purpose, including three propositions emanating from the chairman of 
the Congressional House Committee on Banking and Currency, a national 
banker and an ardent supporter of the national banking system, to wit: 

1. The granting of nation-wide branch banking powers to the national 
banks. ; . 

2. The prohibition of the several States from taxing national banks. 

3. The carrying on of financial transactions in interstate commerce only 
by means of the credits of the national banks. 


We will 


Cooperation in Behalf of Wise Legislation 


I then urged every member of this Association to cooperate to the end that 
any and all prO6posed Federal legislation inimical to the best interests of the 
State banking system should be defeated. 

There is no doubt that the steps taken by the several members of the 
Association during the past year had much to do with the determination of 
the late Congress not to pass certain pending bills that were objectionable to 
the State bankers, ‘and others interested to see the rights of the several 
States under the Federal Constitution maintained, until a searching investi- 
gation had been, made and the necessity for, and wisdom of, adopting such 
legislation had been determined. This is evidenced by the adoption of 
House Resolution No. 141, authorizing the Banking and Currency Commit- 
tee to study and investigate group, chain and branch banking. I will later 
refer in detail to a number of bills that this Committee has under consid- 
eration. 

We all recall that during the 10 years prior to 1927 the State banks of the 
Nation grew much more rapidly than the national banks, and that in 1930 
the resources of the State banking system are some $17,300,000,000 more 
than those of the national system. Because of this growth in the State 
system, the national bankers and certain Federal officials demanded of Con- 
gress the liberalization of the national banking laws in order that national 
banks might become stronger competitors of State banks. The result was the 
enactment of the so-called McFadden Act of 1927, which greatly, liberalized 
the national banking laws, and with regard to which Mr. McFadden, in a 
magazine article published in February, 1929, stated that the predicted bene- 
fits to the national system would follow the enactment ef the McFadden 
bill had ‘‘been fully realized,” and that “befere the act was a year old the 
national banking system had made remarkable progress toward regaining 
its lost strength in resources.”’ He stated further: “The result of the act 
has been to discourage Statewide branch banking. In fact, nearly all of 
the great Statewide branch banking systems have nationalized under the 
act and are now operating their Statewide branches under Federal super- 
vision. * * * I have no hesitation in making the prediction that not only 
will the national system of banks recover all the resources which it lost to 
the State systems during the postwar period, but that banking standards set 
up by Congress will become the national standard for all banks. In other 
words, the trend will be toward a single system of banks operating within 
the Federal reserve system, under charter provisions created by Congress.” 

A year or so subsequent to-these utterances of Mr. McFadden, and the 
apparent resuscitation of the national banking system as a result of the 
passage of the McFadden Act, Mr. McFadden, the Comptroller of the 
Currency, and many others interested in the national banking system, 
again became greatly excited over the continued growth and prosperity of 
the State banking system of the country and the Stagnation in the growth of 
the national system, and were endeavoring to create a general belief that 
unless the national banking laws were still further liberalized and distinct 
advantages given to national banks over State banks, the progress of the 
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national banking system would be retarded and the State system would 
continue to be the predominant banking system of the country. The conse- 
quence of propaganda of this character was the introduction of a number 
of bills in the session of Congress Jately adjourned that are designed, to 
liberalize the national banking laws, the principal ones of which relate to 
branch banking. » 

It is natural thot the proponents of branch banking should look to Comp- 
troller Pole to champion their cause; and it is his duty, under the law , to 
recommend to Congress to what extent, in his opinion, branch banking privi- 
leges should be granted to national banks. Since Comptroller Pole was born 
and reared in England, and was a British subject until 15 years ago, it might 
be quite natural that he should favor a system of Nationwide branch bank- 
ing such as exists in England and Canada. However, in an address delivered 
at the American Bankers Association Convention last year, he stated that he 
had “given long and careful study” to the question of branch banking in the 
United States and had “reached the conclusion i = extension of branch 
banking privileges should be granted to national banks. 

In the muneat of the Comptroller of the Currency for the year 1929, the 
Comptroller calls attention to the large number of bank failures during the 
nine-year period from July 1, 1920, to June 30, 1929, and discusses at some 
length what he believes to have been the causes of the failures, much the 
larger percentages of which were small banks outside of the larger cities. 
" We hav ast between city and country bank pp 

“We have here, - e,astrong contrast betw rity 3 ; y pr- 
erations. Wien, tee ie a large city bank, whether a wage earner - 
a business man, has had full protection, the depositor in the small country bank 
has suffered severely from the inability of so many of these banks to meet thei 
deposit liabilities. The farming communities have not been afforded the protec- 
tion for their savings which has been available to depositors in the large 
cities. ’ 

“Co rehensiv. " anki sjtuation for the past nine years clearly 
teu tae ae wae tS ee the rural communities has broken down 
through causes beyond the control of the individual banker or the local commu- 

jty. These causes are of abasic nature and have many rawifications throughout 

he great economic and social changes which have oecurred in the United States 
since 1914,” 


Views of Comptroller Pole on Group Banking 


The Comptroller also discusses briefly the tendency during the recent past 
to organize companies for the purpose of holding a majority of the capital 
stock of banking institutions, which he characterizes as “group banking. 
He states: 

“Through such a group system it appears to be possible to make a close ap- 
proach to a form of branch banking whereby each operating unit leans for sup- 
post upon the central bank, or upe@n the holding company, and_ receives the 
benefits of its moral and financial support; its prestige and good will; its ex- 
tension of the wide type of bankimg service; and the benefits of its highly 
trained management.’? * * * ; 

“If branch banking were permitted to be extended from the adequately capital- 
ized large city banks to the outlying cemmunities within the economic zone of 
operations of such banks. there would be no logical reason for the existence of 
the local holding company and it would give way to a system of branches operated 
directly by the central bank of the group. ; ee? 

“These conditions wrould seem to warrant a further amendment of the 
act of Feb. 25,1927, * * * known as the McFadden Act, to permit national banks, 
with the approval of the Comptroller of the Currency, to establish branches 
within the trade areas of the cities im which such banks may be situated. These 
trade areas may in some cases be coextensive With Federal reserve district lines; 
in other cases they may be of a more limited extent, but in my Judgment they 
should not extend beyond Federal reserve district boundaries, except to take care 
of a few exceptional cases where a trade area may extend from one Federal re- 
serve district into another.” ° 3 ; 

“Such a grant of power to the nat iemal banks would give them such an 
outstanding operating advantage that it would seem reasonable to expect that the 
exodus of banks from the national system would practically cease and that many 
now under State supervision would return to the national charter which they 
have forsaken, ; 

“Any such legislation, based not upon the theory of equalizing the national with 
the State bank charter powers, but giving a real advantage to the national 
charter, would be fully justified under existing conditions which seriously jeop- 
ardize the maintenance of the national banking system.” * * * 

»“The proposal for the extension of branch banking which is here made would 
have the direct effect of establishing a strong system of banks in the rural 
districts and indirectly it would lead to the gradual restoration of the national 
banks as the primary “system of commercial banking in the country.” 


x * 


‘ ° oe 
Changes Proposed at Expense of Unit System 
Comptroller Pole’ s recommendations to Congress, and his utterances 
generally, show that he has given most searching study to the subject of 
branch banking and the need for legislation affecting national banks; and 
I desire it to be understood that I have only the utmost admiration for his 
ability and his untiring efforts in the discharge of his official duties, and 

faith in the entire sincerity of his purposes. 

At the same time, every national banker who believes in the unit system 
of banking, and we wrho are chargeal with the responsibility of promoting the 
welfare of our respective State banking sustems, must not forget that 
Comptroller Pole is primarily interested in a system of branch banking on a 
plan which, if adopted, will undoubtedly lead to Nationwide branch banking, 
as his utterances clearly indicate; and thiscan be done only at the expense of 
the unit national banks and the State banking system. 

We State bankers are, I am sure, sufficiently patriotic to support any 
change or changes in our Jaws, and any national policy, that we believe wouid 
be for the general welfare, notwithstanding insinuations to the contrary by 
certain ultra-national bank enthusiasts; but, before we shall be willing to 
agree~to the relinguishment of any material privilege now enjoyed by our 
State banks, or shall submit to anw invasion of their rights, in the interest 
of a competitive banking system, we shall have to be satisfied beyond any 
doubt that such relinquishment or imvasion 1s, indeed, necessary in the in- 
terest of the geners rood. p 

The Poateahee ~ — and Currency of the House of Representatives 
at Washington has, since last February, been holding highly important 
hearings on the subject of group, chain and branch banking. Some of the 
leading bankers of the country have given testimony at these hearings, prin- 
cipally with regard to the proposal that national banks shall be’given the 
right to establish and maintain branches throughout so-called “trade areas, 
which may overlap State lines, and even extend beyond a Federal reserve 
district, should a “trade area” run beyond a Federal reserve district. The 
term “trade area” appears to he indefanable; at least I have not seen the term 
defined in a way that rendered it possible to determine the exact boundaries 
of a “trade area,” which is a meaning Jess term unless we can clearly and defi- 
nitely define it. y 

Presumably, if national banks are given the power to engage in branch 
banking within “trade areas,” either the Comptroller of the Currency or the 
Federal Reserve Board will be givem the power to fix their boundaries. 

As I understand the “trade area’” plan, under it the national banks located 
in one State could maintain branches in another State, regardless of the laws 
of such State with respect to branch banking, provided the State was within 
a “trade area” as defined by some Federal functionary. : 

The primary pu rpose of this prope ysal is to give national banks such dis- 
tinct operating advantages over State banks that the national system will 
grow at the expense of the State system. The avowed purpose to lessen the 
number of bank failures among small country banks is, quite likely, sec- 
ondary. 


Objections Raised to Plan by Fiscal Specialist 
Dr. Benjamin M. Anderson Jr., ec momist of the Chase National Bank of 
the City of New York, ina most inte resting and enlightening address deliv- 


ered before the North Carolina Bankers Association last May, refers to this 
as a “revolutionary proposal” and sets forth cogent reasons why the proposal 
should not be sanctioned by Cangress- : 

Dr. Anderson states that while he has much sympathy for the main per 
pose of those men who are advocating an extension of branch banking, he is 
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“obliged to disagree radically both as to their diagnosis and as to their 
prescription.”” He declares: 

“The causes of the failure of small country banks are to be found in special 
circumstances which have little to,do with the general question of chain, group 
and branch banking versus unit banking. And the remedy proposed would touch 
and help very few of the existing country banks which are in a weakened 
condition. 

“We do not need to make a revolution in the general banking system of the 
United States because of conditions in small banks in stricken agricultural re- 
gions. Other, much more moderate, proposals may be made which would be 
much more effective from the standpoint-of the goal aimed at.” 

Dr. Anderson then points out that the existing group, chain and branch 
banking movements, leave out the small ban, both national and State, and 
sets forth the causes of bank failures during the past nine years. 

“Over 40 per cent of the failed banks were situated in towns and villages 
having a population of less than 500 persons. Over 60 per cent were in towns of 
1,000 people or less. Eighty per cent were in towns of 2,500 people or less. 
Ninety-two per cent of the failures were in places having less than 10,000 people. 
Of the remaining 8 per cent of the failures, a high percentage was in very small 
banks in larger places. 

“From the standpdint of capitalization, 63 per cént of the failures were among 
banks having $25,0000 capital or less. Seventy-one per cent were in banks having 
less than $50,000 capital, and 88 per cent among banks having less than $100,000 
capital. . ~ 

“During the past nine years there were no failures at all of banks having capi- 
tal of $2,000,000 or more, and there were only four failures among banks having 
over $1,000,000 capital. 

“Practicall, it may be said that for cities of 10,000 or more people, and that for 
banks with $100,0000 capital or more, there has been no problem of sufficient 
magnitude to justify extraordinary concern, or call for more than local attention. 

“Certainly there is nothing in the experience of the past nine years, as revealed 
in the foregoing figures, to justify a legislative revolution in our banking situa- 
tion, or to justify the creation of giant branch banking systems, with enormous 
capital, ranging over “trade areas” which may equal or even exceed Federal re- 
serve districts in size. Much more moderate measures would apparently be 
indicated. \ 

“The first and foremost cause of the large number of bank failures since 1920 
is the great boom in agricultural prices and land values before 1920, the collapse~ 
of agricultural prices and land values following 1920, and the adverse conditions 
in agricultural communities which have since continued. The second great cause 
is real estate speculation in the period since 1920, in certain important sections of 
the country, notably Florida and some adjacent States. 

“This is strikingly evidenced by the geographical distribution of the failures, 
which are largely centered in the Southeastern States, namely, Florida (123 fail- 
ures), Georgia (305 failures), South Carolina (191 failures), North Carolina 
(110 failures), and in a second group of agricultural States, namely, Minnesota 

378 failures), Iowa (467 failures), Missouri (246 failures), North Dakota 
(444 failures), South Dakota (315 failures), Nebraska (307 failures), Kansas 
(194 failures), Montana (191 failures), Oklahoma (227 failures), Texas (217 
failures).” 


Predominance of Failures in South and Midwest 

Thus, of the 5,000 failures during the nine-year period, 3,715 were in 14 
States in the South and Middle West, the average amount of deposits being 
about $300,000. 

“During this same period, all of New England had only 26 failures. New York 
had only 12 failures, and Ohio had only 36. New Jersey had none at all. The 
failures were concentrated, in other words, in the regions which had been most 
affected by the agricultural boom and collapse, and by the real estate speculations 
in Florida and adjacent States. This concentration of the problem in special areas 
again would raise the question as to whether Federal legislation, affecting banks 
all over the country, is called for, or whether—in so far as the matter calls for 
banking legislation at alle-it is not a matter for the States most concerned, with 
such concurrent - legislation on the part of the Federal Government as would permit 
national banks to have the same branch banking rights that State institutions 
have inthese States. 

“From the standpoint of the contrast between our unit banking system and the 
system of branch banking, it may be observed that the same grave sequence of 
events, namely, the war, the boom of 1919-20 and the collapse of 1920-21, which 
undermined so many of our small agricultural banks, also undermined great 
branch banking systems in many parts of the world. These include a great bank 
in Denmark, a great bank in Canada with 400 branches, the Banque Industrielle 
de Chine in China, with its widespread branches and its power of note issue, and 
the Banca di Sconto in Italy, with branches spread all over that country. More 
recent troubles of the same sort, deferred consequenags of the same causes, have 
occurred in Japan and Austria. An incomplete record shows, also, for the United 
States, that 226 banks, with deposits of $102,000,000 belonging to chain systems, 
failed during the period we are considering. And it is further to be-observed 
that, in all these American agricultural States, the great bulk of the unit banks, 
measured in resources, survived the shock, and that in every State the majority 
of the unit banks in number stood intact. 

“The situation was very greatly aggravated in many of these States by the 
excessive number of very small banks. ‘No community can possibly provide ade- 
quate resources competent officers, and experienced directors for one bank to 
every 750 of its inhabitants as in North Daketa, or to 1,400 as in Iowa. And 
the situation in these States was not exceptional; on the contrary, an excessive 
number of banks have been established throughout those sections of the country 
that are mainly devoted to agriculture.’ 

“The situation was complicated further for many small country banks by the 
withdrawal of an important source of revenue which they had formerly enjoyed, 
namely, the making of exchange charges on checks drawn against them for which 
remittance was expected in another place. Their checks, when presented over 
their counters, they paid at par. But when they were expected to make remittance 
to other places, they very generally made a liberal (and often excessive) ‘exchange 
charge,’ which was an important source of revenue. The Federal reserve system 
of oer onzection of checks has largely wiped out this source of revenue for very 
sma anks. 


Source of Revenue Withdrawn From Small Banks 


“Again, the institutions chartered by the Federal Government for making 
mortgage loans reduced an important source of revenue which many of these 
small banks had, in acting as intermediary in the making of mortgage loans. 

“At the same time these Federal farm agencies brought into the agricul- 
tural communities an unaccustomed volume of funds which were deposited with 
the local banks at high rates of interest, and which the local banker felt obliged 
to reemploy at high rates of interest. Many a small town banker, who was a good 
banker when his leanable resources were somewhat less than the borrowing de- 
mands of his good customers, and who could make good loans when he could dis- 
criminate among competing borrowers, found himself to be a very poor banker 
when he faced the unaccustomed problem of employing surplus funds. He was 
not trained for that. 

“It may be added that the well meant efforts of thé Federal Government to 
improve the condition of agriculture by multiplying the facilities of agricultural 
credit have had as their main result a great and excessive increase in the mort- 
gage debt of agriculture without a commensurate increase in the productiveness 
of agriculture, and with a consequent narrowing of the margin of free income 
and the percentage margin of equity in land, on the basis of which the farmer 
could ask his banker for credit. 

“Very especially has the position of the very small bank in villages been weak- 
ened by the coming of hard roads aty! automobiles, which, in many places, have 
largely destroyed the’usefulness of the small local village, doing away with the 
local merchant, the local mill, and the local church, as well as the local banker, 
making it possible for the people do do their business and seek their social life in 
the county seat and nearby larger cities. Industrial consolidations, moreover, 
even where jeaving local factories in small places, have very often taken away 
the banking business which the local factory gave to the local banker, and con- 
centrated it in larger places. The growth of chain stores has had a similar effect. 
The very small bank has had a difficult time in recent years, and the marvelous 
thing is, not that so many have gone under, but rather that such an enormous 
number have stood, and have even prospered, despite these adverse tendencies. 

“One cause assigned for the failure of many small banks is that thev have been 
unable to diversify their resources because located in a one-crop district, whereas 
a great bank with branches stretching over a. whole Federal reserve district could 
accomplish this diversification. It is true that many small banks have failed 
through lack of diversification of their resources, but it is also true that the 
majority of small banks in the same communities have survived because they have 
diversified their resources. They have accomplished this diversification by means 
of their correspondent relations with great banks in great cities. They have re- 
frained from putting all of their resources into local loans, and have placed part 
of them, through their correspondent bank, into open market commercial paper, 
or readily marketable bonds, or call loans on the Stock Exchange, or acceptances, 
and deposit balances with their correspondent bank to build up a ‘borrowing 











equity.” When times of stress have come, they have thus had secondary reserves, 
and they have been able to borrow from their correspondent banks sumg needed 
to tide them over seasonal needs and emergencies. Good banking and diversifica- 
tion of banking resources is perfectly possible for a small bank in a one-crop 
community. We do not need branch banking either for the purpose of securing 
diversification or for the purpose of bringing about a seasonal flow of funds from 
region to region. The system of correspondent banking relations has accom- 
plished this for many decades, and good bankers everywhere know how to do it.” 


Limitation of Problem to Particular States 


When we consider all these facts, there is certainly no need for radical 
changes in the Federal laws regarding branch banking. The problems are 
not general throughout the United States, but are confined to particular 
States. Some of the remedies that might be applied to reduce the number 
of bank failures are: 

Restriction in the granting of charters. There is no doubt that too many 
banks have been incorporated in the past in communities where there was 
insufficient business to justify them. Cooperation between the Federal and 
State authorities would readily,correct this fault. In this connection, let me 
say that since I became the head of the Pennsylvania Department of Banking 
eight years ago, it has been the uniform practice, in investigating applica- 
tions for the incorporation of banks, tc request the Comptroller of the Cur- 
rency to give us the benefit of his advice upon the question of the necessity 
for the proposed bank, the personnel of the incorporators, et cetera, and not 
once has a charter been granted against the advice of the Comptroller, or 
even when an adverse opinion could be implied; nor has a bank been estab- 
lished at a location where a charter for a national bank had been refused. 

Another remedy would be to raise the minimum capital requirements 
for new banks. In my opinion there should be no more.banks chartered 
with stock so low as even $25,000. Fifty thousand dollars should be the 
minimum capital required for a bank, no matter how small the community 
in which it is to be located. And in all-cases a paid-in surplus of not less 
than 25 per cent of the capital should be required. 

In villages and towns where there are already two or threé small strug- 
gling banks, consolidations should be effected, and one strong, helpful 
institution provided in lieu of the several weak ones. In Pennsylvania, 
the Department of Banking has for some years directed its efforts to this 
end, and with most satisfactory results. 

A limited extension of branch banking by State law would, perhaps, 
help the situation in some of the States; and the national laws should 
be so amended as to give to national banks the right to do in this respect 
what the several States allow their State banks to do. 

County-wide branch banking in sparsely settled counties in the Middle 
West and southern States might be permissible; but I can see no good 
reason for the extension of the privilege beyond county boundaries in 
any event. 


Expansion of Supervisory Agencies Is Advocated 


Enlarged supervising agencies, uninfluenced in their operations by any 
political considerations, and provided with every means for making thor- 
ough examinations and giving strict supervision, would, unquestionably, 
assist materially toward reducing bank failures: in some of the States. 
In fact, I know of no one thing that is so necessary for the protection 
of the banking funds of the country as thorough, complete examinations, 
combined with wise, honest, fearless supervision generally. 

Careful study of conditions in the various communities of the country 
will suggest many other remedies for strengthening our banking systems. 
Conditions and banking problems vary widely in different States; and 
the State Bankers Associations of the several States should make an inten- 
sive study of the whole subject and recommend to their State Legislatures, 
wherever necessary, such changes in the laws as, in their judgment, would 
eliminate the present weaknesses. 

The membership of the State Legislatures comprises men who have in- 
timate knowledge of fhe economic, political and social conditions in their 
respective States, and the needs of their constituents, and should be much 
better able to determine what changes in the banking laws would be for 
the general good of their citizens than the National Congress can pos- 
sibly be. * ' 

I may be pardoned for observing that, in my opinion, we have been 
moving during recent years entirely too fast and unrestrainedly in the 
direction of centralization of power and authority. Whenever an ap- 
parent evil arises in connection with the multifarious activities of our 
Nation, we rush to Washington for relief, usually with the result that 
Congress authorizes some Federal official board or commission to eradi- 
cate the evil, and in this way, again and again, matters that should have 
been adjusted by the several States, and in some instances perhaps by small 
municipalities, have been turned over to the National Government for 
adjustment. Thus, more and more, the rights of the States to govern 
themselves have been surrendered to the Federal Government. 

The Declaration of Independence was published 154 years ago. It was 
a decharation of the principle that men are created equal and endowed 
with certain inalienable rights, principal among them being the right 
to govern themselves. This step was taken to rid the Colonies of the 
despotism of the centralized government-of Great Britain. The Constitu- 
tion of the United States went into operation a few years later, it having 
been ordained and established by the people of the United States for the 
purpose of securing the blessings of liberty and self-gdvernment to them- 
selves and their posterity. That instrument vests certain powers in the 
Executive, Legislative and Judicial Branches of the Government, and pro- 
vides in Article X: 

“The powers not delegated to the United States by the Constitution, nor pro- 
hibited by it to the'States, are reserved to the States respectively, or to the people.” 


Growing Tendency Toward Centralized Government 


As stated, during recent years there has been a growing tendency to- 
ward centralization of power in the Federal Government, with its many de- 
partments, bureaus, boards, commissions, ete., and a voluntary but un- 
considered surrender of their constitutional rights by the States. The 
States are a vital part of our political organization. They are, unques- 
tionably, the, best judges of the social and economic needs of their re- 
spective sovereignties. State banks are creatures of the States and are 
designed for the accommodation of their citizens and the development of 
the several communities in which they operate; and every person who be- 
lieves in the autonomy of the States should oppose Federal legislation 
that would force upon a State a branch bank system it was unwilling 
to accept, or that would compel a State to submit to branch banking within 
its boundaries by a bank chartered in another State, notwithstanding its 
prohibitory laws. 

It has been the unit banking system that has done so much toward the 
marvelous growth and development of our country during the past 70 
or 80 years. Does anyone believe for one moment that the country would 
have developed anything like as rapidly and marvelously as it has during 
this period if its banking resources had been controlled by a seore or so 
of banks operating a Nationwide branch banking system? 

Contrast the American banking system, with its 26,000 individual banks, 
with the banking system of Great Britain, with its 23 main banks, and 
9,476 branches, or with the French system, with its 19 main banks and 
1,351 branches. Then compare the area covered by these three natidns 
respectively and decide for yourselves whether, under the European sys- 
tems, the United States could possibly have attained its present world- 
wide predominance, and whether, even now that it has attained this posi- 
tion, we are willing to foresake the banking system that has made all this 
possible and substitute for it the Nationwide branch banking system of 
some European nation. 

Group banking has developed very rapidly during the past two years. 
It is, in realty, a form of branch banking. ‘The proponents of group 
banking present many very adroit, and some quite plausible, arguments 
to convince us that their system has distinct advantages over branch and 
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ee and would, in due time, act as a panacea for all our finan- 
cial ills. 

There is no doubt in my mind that group banking is much preferable to 
chain banking. It has some advantages over branch banking, and some 
faults and weaknesses that do not obtain in branch banking. 

Time will not permit me to discuss the details of the organization and 
operation of these three systems, nor their respective merits. I believe, 
however, that group banking should be as thoroughly studied as branch 
banking, and should, if it is found necessary, be subjected to such restric- 
tive legislation as will effectively prevent an undue concentration of con- 
trol of banking resources, and to the most searching examinations and 
expert official supervision human ingenuity can devise. 


Large Interests Antagonistic to Unit Banking 


There can be no doubt there are powerful interests at work that are 
determined to eliminate the unit bank of the country, both State and na- 
tional, by means of branch banking or group banking. It is absurd to 
say that these interests are actuated by a desire to do something for the 
general good, to protect the depositing public, to enhance the benefits of 
the Federal Reserve System, and so on. Is anyone so credulous as to be- 
lieve that the gigantic branch banking system of California was conceived 
and fabricated in the interest of the people of that State? Are the fast 
increasing huge group banking systems being organized for the benefit 
of the citizens of the communities in which they operate? This banking 
development is inspired by a desire for pecuniary gain and aggrandize- 
ment on the part of a comparatively few individuals and interests. It 
is not the consequence of demands or agitation on the part of the indi- 
vidual depositiors throughout the country. 

It is fallacious to declare it to be necessary to give the national banking 
system supremacy over the State system in order that the Federal reserve 
system may fulfill the purposes for which it was designed, because 75 
per cent of the commercial banks of the country are now members of the 
system, including nearly all of the large State banks and trust companies. 
The State banks that have not joined the system are mostly small institu- 
tions that would derive no benefit from becoming members, but would, on 
the other hand, be deprived of considerable of their earning power be- 
cause of the reserve requirements of member banks. 

But, I am consuming too much of your time, and must close my remarks, 
although I ain conscious that I have made only a beginning in the dis- 
cussion of these important questions. : 

Therefore, permit me to close by again quoting Dr. Anderson, who says 
under the heading, “A Grave Practical Danger”: oe 

“The adoption of the proposed Federal legislation authorizing national banks to 
establish branches throughout great ‘trade areas’ which may be as wide as Fed- 
eral reserve districts or even, in certain cases, wider. would be like the firing of 
the starter’s pistol at a race. It would initiate one of the fiercest competitive 
struggles the ‘country has ever seen among the powerful banks in each of the 
districts for supremacy throughout the district. Many hasty and ill-considered 
consolidations would be put through. Efficiency would suffer. A great readjust- 
ment in the relations of banks and businesses would be necessary. It would mean 
competitive bidding for the*stocks of the banks which would be absorbed into the 
great branch bank systems. It would mean an orgy of speculation in bank stocks 
It would bring into play the vigorous activity of promoters, not necessarily 
enters - men with capacity in bank adminstration, who would buy “up or 
une numbers of banks with a view to selling them to the 

“Those of us who believe that the primary business ser is banki 
rather than bank stock jobbing, nel not welcome [a 
Within recent months, a great many conservative bankers have been savin that 
they would dislike very much a competition of this sort, that they hope it wall not 
be forced upon them, but that if jt is forced upon them, they will, of course, act to 
protect their positions. I should think that legislative restraint, rather than 


legislative encouragement, woul ealled fo . : ’ 
(xpeneaa) g£ » would be called for by tendencies like these.” 


Personnel of Three Committees Is Announced 

PRESIDENT BRISTOW: While we are waitin j 

E stow: W aiting to take st subjec 
I ss to make the following appointments: ' 7 a mee 
esolutions Committee: James Shaw, Chair : 
oe , Chairman; John A. Reed, R. E. 

Place of Next Meeting: 
Shull. : 

Nominations Committee: 
McFerson. 

I will now call for general discussion, to be led by 

vil : : scussion, y Mr. Cameron. 
; oo cane G. re ; I regret I have to again appear before you 
yut as airman o e Legislative Committee, I am expected to make a : 
port on the subject of Federal legislation. 7 ae 
- Comparatively few bills of interest to the State bankers were introduced 
in the 2d Session of the 71st Congress. I will refer very briefly to those 
that I believe should be brought to your notice. ‘ 

House Bill 8005.—This bill was introduced Jan. 20, 1930, by Mr Beedy 
of Maine. : 

Section 1 authorizes national banks to establish or’ acquire branches within 
the limits of, the respective Federal reserve districts. 

Section 2 provides that State banks may be members of the Federal re- 
serve system without reference to the geographical area in which they may 
establish branches. F 

Section 3 provides that every corporation which may own‘ or control the 
renee ae Pi = stock of more than one national bank and/or State member 
sank o e Federal reserve system shall be subject to visitorial powers t 
the Comptroller of the Currency. ne 

This bill is still under consideration by the House Committee on Banking 
and Currency. It is objectionable throughout, for-reasons that have been 
fully discussed this morning, and others that will readily occur to you. It 
should be opposed to the limit of our capacity. I doubt very much that it 
will get far, but we should take nothing for granted with regard to so im- 
portant a matter. 


Arthur E. Dole, Chairman; E. D. Hoglly, C. G. 
Aisa Veigel, Chairman; L. E. Shippe, Grant 


Bill to Regulate Operations of Group Affiliations 
House Bill 7966.—This bill was introduced by Mr. McFadden of Pennsyl- 
‘vania, Jan. 6, 1930. 

This bill is for several purposes, to most of which State bankers can have 
no reasonable objection, although some of its provisions may meet with the 
opposition of national banks. The provision that is objectionable to States 
is that which would authorize and direct the Comptroller of the Currency to 
examine every member State bank “and affiliated corporation of such mem- 
ber bank at least twice each calendar year and oftener if considered neces- 
sary.” It defines “affiliated corporation” to mean “any corporation within 
an affiliated group of corporations connected through stock ownership,” and 
defines “affiliated group” to mean “one or more chains of corporations con- 
nected through stock ownership with a common parent corporation if at 
least 25 per centtm-of the stock of each of the corporations (except the 
common parent corporation) is owned or controlled by one or more of the 
other corporations; and the common parent corporation owns or controls at 
least 25 per centum of the stock of at least one of the other corporations.” 

This bill, if adopted, would give the Federal authorities the right to exam- 
ine State corporations that happen to be affiliated with a national bank or a 
member State bank, including State banks and trust companies that are not 
members of the Federal reserve system. There are a very considerable num- 
ber of such institutions in Pennsylvania which I am sure are well satisfied 
with the examinations and supervision supplied by the Pennsylvania Depart- 
ment of Banking and which do not want and do not need examinations by the 
Comptroller or any other Federal agency. This is no doubt true of other 
States. 

House Bill 118.—Introduced by Mr. Kvale of Minnesota, Apr. 15, 1929. 

This bill is unobjectionable from our viewpoint, excepting Section 4, 
which provides: “No member bank shall keep on deposit with any ether 
member bank, or with any State bank or trust company which is not a mem- 
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ber bank, any sums upon which interest is payable by the bank in which such 
deposit is made.” In Pennsylvania, most member State banks deposit some 
of their funds in nonmember State banks and receive interest thereon. There 
are mutual advantages in this practice and certainly no harm. The purpose 
of the proposal undoubtedly is to lead member banks to deposit all uninvested 
funds in the Federal reserve banks. The bill should be opposed so long as 
it contains this provision. : 


Limit on Interest Rates of National Banks 


House Bill 116.—Introduced by Mr. Kvale of Minnesota. 
Section 1 provides that national banks may charge interest at the rate 


of 5 per centum and no more, except when State laws fix a lower rate for ° 


banks of issue (and there are no such banks). Section 2 would prohibit 
State banks and trust companies from charging interest at rates in excess 
of the rates allowed by national laws to be charged by national banks; pro- 
hibit such State banks and trust companies from using the mails, and pro- 
vides a penalty of $5,000 for doing so. 

The first section of the bill will, no doubt, be opposed by all national 
bankers. Section 2 is absurd and in my judgment will never become the law. 

House Bill No. 8367.—Introduced by Mr. Strong of Kansas, and is de- 
signed to prohibit group or chain banking. If it becomes the law, it will 
effectively do so. Section 3 of the act prohibits any bank or trust company, 
whether or not a member of the Federal reserve system, which is one of a 
group of banks as defined in the bill, from using the mails, telegraph wires 
or wireless, and provides a fine for violation. 

This bill should receive most careful consideration in connection with the 
subject of group banking. It seems to me drastic in its provisions and I 
doubt that it will be sanctioned by Congress. 

House Bill 8363.—Introduced by Mr. Goldsborough of Maryland. 

This bill is designed to restrict chain and branch banking. It prohibits 
corporations owning the stock of national banks from voting such stock, 
either directly or by proxy, and makes the voting of such stock a misde- 
meanor punishable by a fine of not more than $10,000. 

Section 2 prohibits a State bank which is a member ofthe Federal reserve 
system and which owns shares in any other bank from voting such shares. 
Also, if any shares of any member State bank shall be owned by any corpo- 
ration, such corporation shall not vote such stock. The violation of this 
provision also entails a fine of not more than $10,000. It also provides that 
any officer, director, agent or employe of any such State member bank or 
of any such corporation violating the provisions of the act, shall be im- 
prisoned for not more than one year or fined not more than $3,000 or both. 
Other restrictions and penalties are provided in the act, but those above 
stated would seem to be sufficient to render the bill objectionable to all State 
bankers, especially those bankers whose institutions are members of the Fed- 
eral Reserve System, and I predict that the sponsor of the bill will have diffi- 
culty in effecting its passage. 


Restraint on States’ Rights to Impose Taxes 


House Bill 12490.—This bill was introduced by Mr. Goodwin of Minne- 
sota, and has been substituted for H. R. 7752. The bill relates to the taxa- 
tion of national banks. As we all know, for some years the subject of taxing 
national banks by the States has been given consideration and has been 
thoroughly discussed at various meetings of tax commissions and bankers 
conventions, as well as in successive sessions of Congress. The fact that the 
tax laws of the several States vary widely in their provisions and that in 
some of the States national banks have been taxed in violation of the provi- 
sions of Section 5219 of the Revised Statutes, which is the Federal law now 
in effect on this subject, has rendered it exceedingly difficult to draft a bill 
that would be satisfactory to all concerned. There is no doubt ¢hat national 
banks are willing to stand their share of the tax burdens of the several 
States. but they should not be subfected to a heavier tax than is paid by 
State banks and other corporations operating for profit. 

Mr. Goodwin’s bill is long and more or less involved and I am not pre- 
pared to recommend to you what position this organization should take with 
regard to it. In fact, I do not see that it is a matter on which we could all 
agree because of the varying conditions in the several States. 


Bill to Prevent Speculative Use of Bank Funds 


Senate Bill 4723.—Introduced by Mr. Glass of Virginia. The title of this 
bill reads as follows: “To provide for the safer operation and more effective 
use of the assets of national banking associations to regulate interbank 
control to prevent the undue diversion of, funds into speculative operations 
and for other purposes.” - 

I have only very recently received a copy of this bill and have not had time 
to study it. Briefiy stated, the bill covers 11 points. 

(1) To give national banks powers generally equal to State banks. We 
have no objection to the equalization of banking powers between the two 
banking systems. 

(2) To limit chain and group banking by prohibiting the voting of na- 
tional and State member bank shares owned by corporations: This provision 
must be carefully studied before a decision with regard to its approval or 
disapproval is reached. It appears at first glance to be objectionable. 

(3) To give national banks the right to engage in Statewide branch bank- 
ing in such States as permit branch banking throughout their boundaries. 
I do not see that the State bankers can find any fault with this provision, 
unless we regard Statewide branch banking as to wide in its scope. 

(4) To allow national banks to charge a higher rate of interest than is 
allowed by State law. This,would give national banks a distinct advantage 
over State banks and should receive our best attention. I doubt that all 
national banks would approve this provision. 

(5) To limit loans to brokers, dealers and finance companies to 10 per 
centum of capital and surplus of national banks. This appears to me to be 
a wise provision. “ 

(6) Requires national bank affiliates to file not less than three state- 
ments of their condition a year with the Comptroller of the Currency, such 
reports to be published. The Comptroller may also call for special reports 
with respect to affiliates of national banks. If group and chain banking are 
permitted to cover more than one State, the supervising powers of the Comp- 
troller of the Currency should be extended to include the affiliates of such 
chains or groups or, in lieu thereof, the supervising agencies of the States 
should have power to examine and supervise affiliates in their respective 
States and should cooperate closely with the Comptroller of the Currency and 
the Federal reserve authorities to the end that such groups and chains shall 
be adequately supervised and the deposits in them properly protected. 


Increase of Banks’ Share in Earnings of System 


(7) To give member banks a larger share of Federal reserve bank earn- 
ings. I see no fault in this provision. 

(8) This provision requires affiliates of member State banks to furnish 
not less than three reports of condition to the Federal Reserve Board each 
year and provides penalties for failure to do so. [can see no great objection 
to this provision. The reports required by this provision correspond to re- 
ports referred to under paragraph 6. 

The ninth, tenth and eleventh points covered by the bill I do not regard 
as of great interest to us. 

Section 12 of the act seeks to give savings depositors a prior lien on a 
part of the assets of national banks and such banks are required to hold 
savings bank securities up to an amiount equal to the amount of such savings. 
This is an important provision, but it is not one that we, as an association, 
would be greatly interested in. 

Senator Glass, the sponsor of this bill, is chairman of a subcommittee of 
the Senate Committee on Banking and Currency, which is to thoroughly in- 
vestigate banking conditions throughout the country and recommend legis- 
lation. Senator Glass in fréferring to his bill No. 4723 stated “it is merely a 
tentative measure to which I intend to direct the inquiry authorized by the 
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Senate.” Senator Glass is one of the most able of the United States Senators 
and has, perhaps, given more thorough study to banking legislation than any 
other member. of that body. He is conservative in his views and I am sure 
he would favor no legislation that would be discriminatory against the State 
banking system. 


Authorization of Foreign Branches for State Banks 


Senate Bill 2605 provides that with the permission of the Federal Re- 
serve Board member State banks having a capital of $1,000,000 or more 
may establish or retain branches in foreign countries, etc. This bill passed 
the Senate and was in the House Committee on Banking and Currency when 
the House adjourned. We, of course, approve the passage of this bill. 

Senate Bill 3541 limits member banks and officers and employes in making 
any loan or granting any gratuity to any bank examiner or assistant exam- 
iner and provides a penalty for any examiner or assistant examiner who 
accepts a loan or gratuity from any bank examined by him or from any 
officer, director or employe thereof. This bill applies to State examiners 
who examine member banks, as well as to national examiners. The bill 
passed the Senate April 14, last, and was in the House Committee on Bank- 
ing and Currency when the House adjourned. We can find no objection to 
this bill. 

A number of other bills relating to banking, but which would not be of 
interest to you, have been considered by the Senate and passed. A very few 
bills of these measures have passed both houses and have been approved 
by the President. 

I trust time may be found during the convention to discuss all of the bills 
to which I have referred, in order that your iegislative committee may have 
the benefit of your views and advice should it be deemed necessary later to 
take action with regard to any particular bill. 

Perhaps some of you don’t realize what a great responsibility your legis- 
lative committee feels it has. It does feel the responsibility very greatly. 
The committee should be given the benefit of your counsel and advice. The 
committee doesn’t want to act on its own responsibility, and it shouldn’t do 
so. It wants to act upon the consensus of opinion of the entire membership 
of this Association. (Applause.) 

SECRETARY SIMs: Mr. Cameron. have you many copies*of that? The 
thought comes to me that the best interests of the association wOuld require 
that that report be put in such shape as to be in the hands of every individual 
member as early as possible. It concretely presents everything that is be- 
fore the Congress of the United States in the way of possible legislation and 
is a matter of great moment to every supervisor and to every interest in 
every State of this country. 

Mr. CAMERON: I didn’t have time to get copies printed so that we could 
give each member a copy, but as soon as I return home I will have copies 
made and will mail one to each of you. 

SECRETARY SIMS: I want to say, Gentlemen, as a matter of interest to 
some of the newer members that Senator Glass is, so far as I know, the only 
honorary member of this association who never occupied the position of 
bank supervisor. He was elected at Richmond. He has certainly stood by 
us in the finest sort of way in some of the troubles we have had in the past. 


General Discussion of Proceedings Opened 
PRESIDENT BRISTOW: Gentlemen of the Convention: 
now for a general discussion by the whole membership. 
hear from you gentlemen on any subject. 
of the committee. 

Mr. L. A. ANDREW (Iowa): Mr. Chairman, I think this convention today 
has been very much privileged to hear the address of Mr. Cameron and also 
his report for this committee. I know as a member of that commmittee and 
as a member of this Association, I have no desire that State banks under my 
supervision should receive privileges greater than national Banks receive. 
On the other hand, we should be intensely jealous of the privileges of State 
banks under our supervision as regards their rights compared with national 
banks. This matter has come up two or three times in the past year in 
regard to the member banks of the Federal reserve system. It seems there 
is a discrimination by the Federal Reserve Board in regard to examination, 
the cost of examinations and the follow-up system that they have for State 
member banks. I took this matter up with Mr. Cameron and our secretary 
and also with the Committee in Congress, and we have their assurance that 
this will be righted as much as possible. It should be righted entirely. 

The report of the secretary yesterday showed some very important figures, 
it seems to me, on the basis of State supervised banks. The State nffember 
banks have over 40 per cent of all resources of the Federal reserve system. 
Their membership is voluntary. As regards their remaining, we know from 
our experience that a national bank can withdraw quicker and easier than a 
State bank many times. 

The only point I want to make, particularly in regard to the relation gf 
State banks to the Federal reserve system, is this: There should be nothing 
in the Federal legislation against the State member banks. They should have 
equal rights of every kind with the national bank members. I think the 
history of this Association through all its years has been one of extreme 
fairness to the dual system of banking in this country. It is preposterous, 
in my mind, and I think it is in yours, for any leading member of the House, 
the chairman of a committee, to say that there is room in this country for 
only one system of banks. It is preposterous that that kind of talk should 
come from a man of his standing. 

This Association through all its history has stood for only one thing in 
regard to this relation. It wants the country to recognize that there are two 
systems of banks, that they are entitled to equal rights, equal privileges, and 
all the time the members of this Association have stood for that principle 
and have fought on that basis. I think that in the years to come we will 
aave a greater privilege to do that and a greater right to continue that fight. 
{t is not a fight; it is a demand for equal fairness that the two great systems 
»f banks in this country continue on an equal basis with equal rights in all 
ways. (Applause.) 

PRESIDENT BRISTOW: 
you? 


The program calls 
We will be glad to 
Mr. Andrew, you are a member 


Is there anybody else? Mr. Porier, may I call on 


Relationship of State and National Banking 


Mr. E. W. PorRTER (Idaho): Mr. Chairman, I have heard part of what has 
yeen said. We have a contest here with the traffic on the outside. 

I have been exceptionally-interested in Mr. Cameron’s very-able disctission. 
He has given a great deal of study to that, assembled a vast amount of in- 
‘ormation of great value on this subject, on the subject of Federal legislation 
affecting, or which would ultimately affect, State banks. 

I agree with my friend from Iowa all the way through on the relationship 
which should continue to prevail between the State and national banking 
structures. I regard it as absurd that anybody at this time should discover 
chat it is necessary to eliminate (and that is virtually what is meant) the 
entire State banking structure which at the present time is far greater and 
nore important to the country at large than the system which is intended 
to continue to exist. It seems that we all want safe banking. Every effort 
of these so-called State bank guaranty laws that have been passed during 
the past in some States, has been for safety. The desire of the American 
seople is for safe banking. Nothing is more natural and, I will say, more 
slever than the idea of hitching in the safety of banking as a matter of 
oropaganda and of psychology with the problem of eliminating the State 
xank. Nothing is more fallacious nor deceptive. There is nothing in the 
3ituation, even in the bank failures of the past decade, that justifies the 
statement or conclusion that the unit bank or the State bank within itself 
has had any substantial thing to do with the failure of these banks as they 
nave regrettably occurred. Situations have arisen which have caused the 
jestruction of both national and State banks. These situations have also 
saused in places the destruction of branch banks, as was referred to in the 
Canadian instance, where a bank with 430 branches failed. 

There is no substitute in systems of banking for good management. After 
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all, supervision and adequate law by which banks can be controlled, as far.as 
{ can see, are the only panaceas that can be applied for the bringing about 
of greater safety to the depositors in banks. 

On the matter of bank taxation, I don’t think I am prepared to say any 
more than I said a year ago. States have been trying and wrestling with the 
problem of how to tax their banks jn conformity with the Federal standards 
and with the decisions of the various courts, -My own State of Idaho made a 
gesture in that direction which was even worse in its result than the old 
system. It has been heid unconstitutional by several courts and will prob- 
ably be wiped out in toto before they get through with it. 

I think probably Mr. Veigel has something on that. I notice most of the 
agitation for modification of the Federal law seems to come from his State. 
I haven’t had an opportunity to study just what. has taken place there. 
(Applause. ) ’ . - 

PRESIDENT Bristow: I will make the appointment of, the Committee to 
Audit the Treasurer’s Books: Mr. Cameron, Chairman; Mr. Dickinson, 
Mr. Reichert. . 

Mr. Semingson is a member of our legislative committee. I wonder if he 
has a word or two. (No response.) Mr. Semingson is not in the hall. I 
wonder if Mr. Shaw, of Texas, has a few words. We would like to hear from 
you in regard to this legislative proposition, Mr. Shaw. 


Plea for Federal and State Coeperation 


Mr. JAMES SHAW (Texas): Of course, I am unalterably opposed to any 
legislation discriminatory to State banks. On the other hand, I think that 
there should be no legislation discriminatory to the national banks. I am a 
great believer in the theory that our banking structure, whether it be na- 
tional or State, must first be sound. I think that the two departments, the 
Comptroller’s Department and the various State departments, should co- 
pperate very closely. I have found that I receive very close cooperation from 
the Comptroller’s Department and I have in return given him cooperation, 
particularly with regard to the granting of-charters. Under the law of 
Texas, the charters of State banks are granted by the Banking Board com- 
posed of the Attorney General, the State Treasurer and the Banking Commis- 
sioner. The board usually takes the advice of the Commissioner as he makes 
the investigatioris before the application is acted upon. The Comptroller 
watches matters of losses very closely and things of that kind. We have no 
friction in regard to the granting of charters where they should not be 
granted. (Applause.) 

Mr. A. A..SCHRAMM (Oregon) > May I ask a question? Perhaps Mr. 
Camerson can answer it. Was not the provision in the Federal statute with 
regard to charging for examinations for State members of the Federal Re- 
serve System repealed? At least in Portland the Federal Reserve Examiner 
informed me that he expected to go back on the job and not charge the State - 
member banks for the examination. 
was wondering whether Mr. Cameron had any information in that regard. 

PRESIDENT BRISTOW: I notice present a number of representatives of the 
- Federal-reserve banks, and I would be glad to ask one of them to describe or 
tell us the present status of that situation. Mr. Dillistin. 

Mr. DILLIsTIN: Mr. President, the act. was recently amended, which 
makes it discretionary with the Federal Reserve Board whether charge shall 
be made or not. 

PRESIDENT Bristow: In regard to our legislative matters, I wonder if 
Mr. Reichert will say a few words. (No response.) Mr. Veigel, I wonder if 
you can favor us with a few remarks. 


Opposition to Federal Dictation to States 


Mr. A. J. VEIGEL (Minnesota): Before I talk on the tax matter, I wish to 
say that I was glad to hear the discussion we had on the train coming here 
and the address made by your president and the addresses made by Mr. 
Cameron and others. I think we are practically a unit that we should oppose 
any legislation on branch banking that would take that control away from 
the States. I hope our resolutions committee will introduce a resolution 
that that matter should not go beyond the State lines, and then we as indi- 
viduals in the State can control the extent of branch banking that we desire, 
if we desire any. Our whole effort should be, as far as this is concerned, 
to not have the Congress pass anything that would take that matter out of 
the control of the States. 

We are strongly in fayor of wnit banking, and we believe that most of the 
States are. - 

In connection with the tax question, Mr. Sullivan, of our State, was given 
an appropriation of $25,000 to try to get Section 5219 amended, and he has 
Seen working very faithfully along that line. The State banks are as much 
interested as the national banks in not having that amended to put banks in 
a class by themselves. If they are put in that class, some Legislature some 
time will tax banks more than they should be taxed. It is to safeguard the 
State banks, because it is inconceivable that any Legislature would tax State 
banks more than the national banks. 

This committee met with Mr. Paton and other members of the American 
Bankers Association, and while I don’t believe the American Bankers Asso- 

. ciation has officially adopted their recommendation, at least some of them 
have tentatively agreed to the Goodwin bill now before the House. That bill 
at first simply_had a provision that State banks could not be taxed more than 
national banks. That was objectionable. The whole object of the present 
bill is to put enough other people in the same class as the banks so that if 
any effort is made to tax the banks unreasonably, others would be interested 
enough to prevent it. So the present proposed bill takes out the investment 
of individuals as being in competition with banks, but plaees all corpora- 
tions, mercantile and other corporations, in the same class as banks. So that 
if Section 5219 is amended, the banks can’t be taxed more than the other 
corporations, based on their earnings. It really gets back to an excise tax 
provided now in section 4 d& that section, but it takes away the investment 
of individuals, but puts in enough corporations so that there will be 
someone @lse to fight our battles and not get that rate too high. I don’t 
see any particular. objection to the Goodwin bill if something is to be done 
along that line. _(Applause.) : 

PRESIDENT BRISTOW: Mr. Reichert, I Galled on you a moment ago. I won- 
der if you have anything to say in regard to this legislative matter. 


Bank Supervision Confounded With Failures 


Mr. R. E. REICHERT (Michigan): Mr. President, I feel that the question 
has been.very well covered, particularly by the chairman of your committee, 
to whom we are very deeply indebted for his untiring efferts and his work, 
not only on behalf of this association, but on behalf of the welfare of the 
State banks. 

At the time of the investigation and the hearings before the committee, 
the Comptroller made certain statements before the committee, with which I 
took issue as far as they referred to Michigan. Following that, I was invited 
to come to Washington and appear before the committee. I think that some 
of the matters presented to the committee by the Comptroller, probably not 
intentionally, but in a way that the records were kept, were presented un- 
fairly. For instance, the statement was made that in Michigan there were 
66 banks suspended, and then, following that, he called them failures, and 
through the entire testimony they were referred to as failures. What 
actually happened was that there were eight banks in the State, two na- 
tionals ard six State banks, that actually went into receivership over the 
period he referred to. Some of the others were private banks, very small, 
and some of them were State banks and national banks, whose deposit 
liability was taken care of or they were reorganized. The actual condition 
as to failures and result to depositors of State banks showed by statistics 
was that there was an actual loss to the depositors in State banks for the 
period of nine years of less than one-fifteenth of i per cent on the basis of 
deposits, in the State. (Applause.) 

PRESIDENT Bristow: I wonder if I may take the liberty of calling on Mr. 
De Camp to tell us something about cooperation between the Federal] reserve 
banks and the supervisors? Mr. George De Camp. 
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That has been my understanding. I ~ 






Mr. DE CaMP: Mr. Chairman.and Gentlemen: You atleast afford me the 
opportunity of making my most grateful acknowledgment for the privilege 
and pleasure of meeting with your.association. It is my second meeting 
with you. The other meeting which I had the pleasure of attending was held 
some three years ago, I believe, in Columbus, Ohio. ; 

Since my duties began with the Federal Reserve Bank in Cleveland, as its 
agent and chairman of its board of directors, I have felt it was incumbent 
upon me, and an opportunity as well, to cooperate with others—banking 
systems, bankers and banks—whether national or whether State. I think 
we are bound to do this if we accept an identical objective, that is, good 
banks, enough banks, and not too many banks—whether State banks or 
whether national banks. 

In the Fourth District it is my privilege to be associated, to come into daily 
contact with four State banking departments. For those of you who do not 
know the boundaries of the Fourth Federal Reserve District, let me say it 
comprises all of the State of Ohio, 19 counties of western Pennsylvania, what 
is known as the panhandle of West Virginia, or the six river counties, in- 
cluding the cities of Wheeling, Switzerville, Moundsville, and so on, and 
eastern Kentucky, or 56 counties, I believe. 


Nonpayment of Checks Index of Weakness 


As you know, from the Federal reserve bank every day we are forwarding 
their checks to them for presentation and for payment and for remittance. 
That is done against a schedule which we have tried out and which we know 
works. We detect, consequently, the first symptoms of weakness in the way 
of inability to meet the payment of its own checks. If we do not receive 
from that bank a prompt remittance, or if it drags on sufficiently, it is our 
practice to at once notify the State Department, if it is a State member-bank 
or a remitting State bank. So in this way we are, perhaps, more able than 
we could possibly otherwise be in advising what is happening. The delayed 
remittance from a bank, as you know, is an early indication of something 
wrong with the institution. 

It is a pleasure, and I want to take this opportunity to testify in the pres- 
ence of those men, if they are here—Mr. Cameron; Mr. Gray, I believe, is 
not here (I don’t know whether his department is represented), Mr. Charter, 
of West Virginia; and Kentucky (I don’t know if it is represented )—my 
most grateful acknowledgments of their splendid cooperation which I am 
able to carry on with them. We initiate very little about the Federal re- 
serve banks; we are simply a service station, as I see it, and in the interest 
of business and of banking. I want to thank you for this opportunity, Mr. 
President. (Applause. ) 

PRESIDENT BRISTOW: Is there any other Supervisor who desires to talk on 
the legislative program? . 

If not, gentlemen, I know that there are those present who desire to sub- 
mit invitations for the next meeting of this convention. I think possibly it 
would be in order now to let them do so. May I suggest, while I don’t want 
to undly limit anyone, if the invitations can be presented concisely, it may 
enable us to more effectively carry out Mr. Hovey’s program. He desires us 
to leave at a certain time, and if we get through our business, we will be 
ready; otherwise, we will not do so and suffer in consequence. 

: The Chair will be glad to hear now from anybody desiring to offer invi- 
ations. - 


Texas Extends Invitation to Bankers’ Convention 

Mr. JAMES SHAW (Texas): Mr..Chairman, I come, as you know, from the 
State of Texas, and on behalf of the Dallas banks and the Dallas Chamber 
of Commerce, I want to invite the convention next year to Dallas. You 
fellows up here in the East and North might think that you would probably 
run into some hot weather down there, but I can assure you it isn’t any worse 
than you have had here. You fellows up here make all the electric fans in 
the country, but you ship them all South, it appears to me. 

Texas is a great State and we would just like for you fellows up in the 
North and the East to see’ some of it. We can take Texas and, if it were 
possible, flop it over onan axis, the City of El Paso would hit about Peter 
Cameron’s town, Harrisburg, in Pennsylvania. The people of Brownsville 
and the Rio Grande Valley are. shipping grapefruit and oranges to you 
fellows in the North, and the people in Amarillo, in the northern part, ‘are 
throwing snowballs. . 

Texas has one attraction that no other State in the Union has. It has the 
Rio Grande River, which is wet on one side and dry on the other. It is a 
great place down through there. From the City of Dallas to the Rio Grande 
is probably 600 miles, stil I think we could arrange everything so that things 
will not be so dry after all. . 

I know that there are a number of other cities asking for the convention, 
but I am going to put the City-of Dallas in nomination and trust that the 
committee will investigate its merits and decide to come with us. 

Thank you. (Applause.) - 

Mr. CHARLES C. HALL: As-a representative of the City of Dailas and 
representing the Medbury Bank, I want to second the nomination made by 
Mr. Shaw: ' 

Mr. Henry A. AscH (Hawaii): Mr. President and Gentlemen of the 
Convention: I have come 5,300 miles with two things foremost in my mind; 
first to seek thorough methods of conducting the office of Bank Examiner of 
the Territory of Hawaii; second, to extend to you gentlemen of the conven- 
tion an invitation from the people of Hawaii to hold your next convention 
at the cross roads of the Pacific in the City of Honolulu. 

The records of this Association show you have met in each of the four 
corners of the great United States, but never in a Territory where it was 
necessary to go by water. If you gentlemen see fit to accept this invitation 
-of our people to convene in Honolulu, there is a real treat in store for you. 
a restful ocean trip and a visit to what is very correctly called the paradise 
of the Pacific. The Royal Hawaiian Band playing and singing Hawaiian 
melodies will welcome your steamer to the land of the midnight rainbow. 
Your ship will be escorted into the barbor by native diving boys. A lei girl 
will decorate you with a floral lei. You are a welcome guest. Accept this 
lei, Hawaii’s symbol of friendship. Aloha. (Applause.) 


Cordial Weleome to Atlanta Is Promised 


Mr. A. B. MOBLEY (Georgia): At your convention in Coney Island in ’28 
[ had the pleasure of extending to the association an invitation to come to 
Atlanta. This.was not accepted. Then in San Francisco last year, we again 
extended an invitation. We gave way then to Boston. 

I understand it has been said you have met at the four corners. I don’t 
think you have met in the southeastern corner, not in my recollection. I am 
delighted to extend to you an invitation to Atlanta, to hold your conven- 
tion next year in Atlanta, the gate city of the South. 

I placed upon the chairs this morning some facts about Atlanta. At Coney 
Island and at San Francisco, I understand they said Atlanta was too hot. 
I am quite sure it is not so hot as New York or Coney Island or even Boston. 
The mean temperature in July in Atlanta is 78 degrees. The elevation of 
Atlanta is 1,060 feet. You have an idea it is hot down there. We are up 
in the mountains 1,060 feet. As I said this morning, Denver and Atlanta, 
according to the last census, are the only two cities in. the United States with 
more than 100,000 people that are more than 1,000 feet above the sea level. 
We have a wonderful climate down there the year through. 

I didn’t expect to make this speech before the convention. I thought this 
would be before the committee. The invitation is extended bythe Governor 
of the State, the Mayor of the city and the Atlanta Clearing House banks, 
and we want you to come to Atlanta. We need you down there. We have a 
lot of things to show you, and we believe we can give you a good time. We 
can’t celebrate next year any three hundredth anniversary, but we are old. 
Georgia was one of the Original Thirteen Colonies. We can show you the 
trenches where we resisted Sherman’s march to the sea, and a wonderful 
cyclora of the Battle of Atlanta. We can show you Stone Mountain and 
many places of historic interest. 


Atlanta has 350,000 people. It is the home of Bobby Jones, the great 
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golfer; of Betty Ryan, the national tennis champion, and the home of Flip- 
ton, who'may by that time be the champion billiardist of the world. It is the 
home of Ty Cobb. We have champions down there, and we want you to 
come down and help us make champion bankers in our section. We promise 
you a great time, warm hospitality.. We want you to come, and we hope you 
will accept our invitation. (Applause.) 

Mr. WARD ALBERTSON: Representing the Federa} Reserve Bank of Atlanta. 
I would like to’second Mr. Mobley’s invitation. We will try to give you 
all a good-time; I think we can. 


Invitation Extended by City of New Orleans 


Mr. R. E. REICHERT (Michigan): On behalf of the State of Michigan, we 
would like to be accorded the honor ‘of welcoming your Association to 
Michigan. We have the automobile center there and the furniture center. 
_ I have an invitation here from the City of Detroit and also from the 
City of Grand Rapids. I am assured if you come to Michigan we will not 
stop at selling you soap, but will attempt to sell you an automobile, and 
if we fail in that, we will attempt to sell you furniture. We respectfully 
request the opportunity of presenting to ycu these invitations and hope 
you will act on them favorably: Applause.) ( 

Mr. J. S. Brock (Louisiana): Mr. Chairman, I am authorized to extend 
an invitation to hold the next convention in the City of New Orleans. We 
will be mighty glad to have you and we will do everything in our power to 
show you a good time. (Applause.) 

Mr. WARD ALRERTSON: As long as New Orleans is in the Sixth District, I 
think I will have to second that nomination. 

SECRETARY Sims : Mr. Chairman, I want to thank Ward Albertson. I was 
wondering what he was going to do. They have the main bank at Atlanta, 
but we have a branch in New Orleans that is the tail that kind of wags the 
dog. I see he has.come through handsomely. 

I want to second the invitation that Mr. Brock has extended. You have 
heard a lot here about things that are high, you know, and things that are 
dry. I want to talk to you a little about things that are low and things that 
are wet. We don’t gather the delightfulness of our climate from the skies. 
New Orleans is surrounded by water. Just to the north of the city is mag- 
nificent Lake Pontchartrain; one of the finest lakes in the country, one of the 
most beautiful, one of the most delightful to navigate, 20 miles wide and 60 
miles long. Just to the west of that, beyond Pass Manchac is Lake Marepas, 
another quite sizeable lake. To the east of that, on the east of Lake Pont- 
chartrain, through Pass Chef Menteur and the Rigolets is the great Lake 
Borgne, through which the Englishmen came as they came up for the Battle 
of New Orleans. 

West of us is the great Mississippi River, and not far to the south is the 
Gulf of Mexico. Could you imagine a setting more delightful and more entic- 
ing from the standpoint of wetness? 

Do you know I have sat in this convention for 12 or 13 years and listened 
to invitations, and each time thought: “Well, the next time we can be cer- 
tain there won’t be so many of the brothers so anxious to take the conven- 
tion away from me and I will present my claims.” It does look like manana 
never comes. Tomorrow is never here, the tomorrow I look for. That is why, 
with a little temerity, I rise to second Mr. Brock’s request that you come to 
New Orleans. Everybody there will be glad to see you—the State authori- 
ties will, the city authorities will, the Clearing House Association will, the 
Federal Reserve Bank will, as Brother Albertson has said, and the whole 
people of that city will extend you a glad hand of welcome and try to make 
you feel at home in New Orleans. Really, we would like to have you come 
there, and when you do come, we will do all that we can to make you as happy 
as we can, and let you do as you please, and say what you please, and act as 
you please. The Commissioner of Police of New Orleans is a good friend of 
mine, a delightful fellow, formerly an officer during the war in the Second 
Division, just as human as we are. I am sure that he will take full account 
of any human failings that may come with you. 

I just want to say, gentlemen, that while I have refrained from asking you 
through the years, I have done so with a deference to the other members of 
our Association. I hope that this time when the request is made, you will 
give it consideration; in doing so, you will have the full assurance that. you 
come to the house of your friends and we will be glad to have you. . (Ap- 
plause.) 


Later Date for Convention Is Advocated 


Mr. A. A. SCHRAMM (Oregon): Mr. Chairman, if there are no. others, I 
wish to have the privilege of making two motions. First, that the conven- 
tion go on record expressing its appreciation for all invitations We have 
received for the next convention. 

The motion was seconded, put to a vote and carried. 

Mr. SCHRAMM: Now, Mr. Chairman, I wish to make one other motion. 
and if you will pardon me, I want to say a word before I make it. Last 
March there were six or seven of us who met in Portland along with the 
Pacific Bank Management Conference. I was instructed to write our good 
friend, Mr. Sims, to be kind enough to postpone the meeting or have it 
earlier to get us away from the heat that we had to travel through every 
time we come across the continent, particularly when we get over here 
in the East. We have another purpose in mind. Some-are on the budget 
system; some are on other systems. It is often a question of finances and 
more a question of time. If you try to make a trip across the continent, 
there are five days of actual travel. Some of us would like to attend the 
A. B. A. convention. So we have considered asking this group to be kind 
enough to change its date. Perhaps we could meet at some other time 
so we could attend the A. B. A. convention, although they will not be in the 
same city. But it could be made on the same trip. Then there was partic- 
ularly the question of heat. 

I am going to make a motion so that Mr. Sims may have something on 
record, that the time of the annual convention be set at some other period 
of the year than during the heat period. 


Convention Date Controlled by Tricentennial 


SECRETARY S1MsS: Mr. Chairman, I would like to make a correction before 
we go any further. Brother Schramm has referred to Mr. Sims. Mr. Sims 
is just the secretary of this Association and doesn’t have the authority to 
be handling it around as he pleases. 

Brother Schramm and some four other commissioners, I believe, met in 
the West in March and indicated they would like to have the convention a 
little later than this date. They met the third of March, and, if my memory 
serves me right, that information was communicated to the secretary in 
May, considerably over two months afterwards, nearly two and a half 
months. Reservations had been made at this hotel. The convention at 
its last session, if you Will read the proceedings, had accepted Mr. Hovey’s 
invitation to come here to take part in the tricentennial celebration and 
everything had been done, the publications all over the country carried the 
time of our meeting, all had been notified when the convention would be 
held. It would have been almost an impractical and impossible matter to 
have changed it. It would have been impossible without disrupting out 
whole scheme of affairs. 

Of course, this Association has the right, not the secretary (and that 
is what I want to make plain) to set their meetingS whenever they please. 
Last year when we met in San Francisco that question came up for discus- 
sion, and I was asked. I said that 1 had been with the Association a great 
many years and the best attendance we had ever had was in July, and it is 
borne out by the meeting here. There are certain commissioners who can’t 
well come to meetings later in the year. 

I won’t say anything more until we have the motion before the house. 
I hope you wil] understand that explanation and that none of you will 
leave here with the idea that your secretary is trying to run this Associa- 
tion, because if I thought any of you had that idea, even remotely, I would 
be glad for you te have another secretary. 

The motion made by Mr. Schramm was seconded. 

Mr. Peter G. CAMERON (Pennsylvania): Mr. President, I am sure there 


is no one here who thinks for one moment that our secretary is trying to 
run this Association. There is not one of us who devotes as much.time 
and energy and hard work and money and mental strain as our secretary 
does on behalf of tne welfare of this Association. If it weren't for our 
present secretary, I am very doubtful as to what would become of the 
Association. Is there any member here who is willing to undertake to do 
what Nick Sims has done year after year to make this Association the 
success it is? 

When it comes to a matter of setting the date for the meeting of the 
Association and when it comes to the fixing of the place to hold it, I am 
willing to abide by the judgment of our secretary. If a date can be fixed 
for the meeting next year which will make it comfortable for the Associa- 
tion to meet in New Orleans, I would be in favor of meeting there. I, will 
go there if it is the last thing I do. ( Applause.) 

Mr. E. W. Porter (Idaho): Mr. Chairman, I don’t think there has been 
any thought of criticizing the secretary here. I am sure Mr. Schramm 
wouldn’t have that in his mind, and I didn’t have it when I seconded his 
motion. I am perfectly willing that somebody shoul@run this Association. 
In view of the experience we have had here, I am perfectly willing Mr. 
Sims should run it on those things where we can’t run it ourselves, and 
there are such. 

I don’t believe some of you realize the suffering we have had to endure 
in coming across this continent in the hot period of the year. I am not 
objecting to the heated condition of Boston nor did I objeet to New York 
or to Richmond. In San Francisco, of course, we had nothing to object 
to because the temperature there was perfect. 

It is the trip here and there that we do object to. I know of no reason 
why the attendance should be less at a more delightful period of the year 
than it would be during the hot period of the year. I don’t believe these 
bank commissioners here like to travel in hot weather any better than I do. 

The experiences that the secretary refers to may have been caused by 
something else besides the season of the year or the climate. It may have 
been in some measure due to the location of the meeting or something like 
that. Probably during campaign years some of us have something to do 
at home aloug later in the season that requires our presence there. At the 
same time I feel that we should have this meeting held at a time when we 
who have to come from the extreme West should not be roasted alive as we 
come. Unless they get refrigerator cars for us to travel in, maybe some 
ef us will decide we will stay home the next time. 

Mr. CAMERON: I didn’t have an idea anybody thought Mr. Sims was try- 
ing to run the Association, but he seemed to have that idea himself, and I 
wanted him to know that I wasn’t carrying any such idea. 

PRESIDENT BRISTOW: I will recognize you, Mr. MeFerson. 
rise a moment ago. 


Difficulties of Leaving Posts of Duties 


Mr. GRANT McFeRSON (Colorado). I have attended the meetings of this 
association and it has always been a great pleasure to me, and I am sure 
all these gentlemen will bear me out in the statement there never has 
been any intention of there being the idea that Mr. Sims was the whole 
works of the Association. 

This Summer the heat has been bad... I don’t think it has been less than 
100 since last Saturday morning, until yesterday. 

In consideration of the next meeting in the South or the southern part 
of the United States, I really think we should take into consideration a 
later period or an earlier period so the temperature will be at least more 
agreeable, if it is your pleasure to accepf any of these invitations from 
the South. , 

One point has been made a number of times in talking to different mem- 
bers of the Association, that July seemed to be the one month when the 
commissioners could get away from business. I know that is not true of 
myself. I can go in October or February or July, it is all the same. I 
think that is largely true of most of the members. There possibly have 
been times when it would have been impossible for anybody to leave. Per- 
sonally, I would appreciate a change of month. To cross the United 
States in July is very far from agreeable. I have attended many conven- 
tions, always with extreme pleasure after I got there, but not en route 
many times. 

Mr. E. D. HOLity (California): Mr. Chairman, when I came to Boston, I 
came fully intending to invite this convention again to San Francisco 
where there seems to be no question as to whether it is held in January 
or July or Decembef. But I understand that somebody got word of that 
advance information and has placed me upon the committee, and of course 
I am, therefore, barred from presenting the invitation of San Francisco. 
I would have presented this invitation not because of this convention, but 
because of the banking department in San Francisco where we had so 
much fun last year helping this convention have a good time that we would 
like to have the fun again. 

I can appreciate the feeling that these men have who have offered this 
invitation. Speaking now to the motion before the house, I also feel that 
unless there is some profound reason why this convention cannot be held 
at some other time of the year, the month should be changed. For the 
people coming from the Pacific Coast, traveling to the Atlantic Coast or to 
the Gulf of Mexico during the month of July, is nothing less than torture. 
We leave a delightful climate and we travel thousands of miles through 
the dirt and coal dust and heat, and when we get here, our brains are sé 
badly baked we don’t know whether we are coming to a gonvention or to 
somebody’s funeral. I hope, unless there are sufficient delegates at this 
convention who have a definite reason why it should not be held at some 
other time than July, personal reasons, it may be changed. If there are 
men here who feel that they could not come unless it were held at this 
time, I know that they are going to voté for July; but, if there is no rea- 
son why they could not come some other month, gentlémen, let us people 
who live around the bay region of San-Francisco at least come at a time 
of the year when we will feel as though we had pep enough to really be 
of some value to this organization. (Applause.) ® 


Time of Next Meeting Referred to Committee 


Mr. R. A. HOvEY (Massachusetts): Mr. President, if it is in order, I 
would like to offer a substitute motion that the matter of the time of the 
next meeting be left with the committee having the recommendation of 
the place, to report back to this meeting their recommendation. 

The substitute motion was seconded. 

Mr. SCHRAMM: I will accept that substitute motion if agreeable to my 
second, Mr. Porter. (Consent given.) 

SECRETARY SIMS: Mr. Chairman, I want to say this: 
started something here. My only purpose was to correct a random remark 
of Brother Schramm’s. I didn’t think he meant anything by it, of course, 
but he said something about the Secretary fixing the date. I was trying 
to correct that, that is all. There isn’t any reason why this convention 
can’t meet whenever it pleases, none in the world. But there isn’t any 
reason in the world, either, why the convention should have ding-donging 
in its ear a random phrase of our good friend from Oregon that the Secre- 
tary was fixing things, which he denies. ° 

~ Mr. HOLLy: I would like to say Mr. Sims has fixed them darned well over 
the years gone by. (Applause.) 

PRESIDENT BrisTOW: If you will indulge the Chair a minute, I would just 
like to say the matter was brought to my attention, and in view of the 
fact that a definite invitation had been accepted, I thought we ought to 
go forward with the July meeting. In San Francisco we accepted an invi- 
tation to come to Boston during the Tercentenary, and that is the way I 
saw it and did not favor any change. 

I think it should be apparent to everybody that the time of meeting 
depends to some extent on the place of meeting. I think that the substitute 
motion is well taken on that account. If we to New Orleans, I am not 
anticipating matters, but I imagine it might be later; if we go to Hono- 
lulu, we will have to ask our friend, Mr. Asch, to tell us what is the best 
time to visit Honolulu. 


You started to 
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Is there any other discussion ? 

Mr. HOLLY: Mr. Chairman, may I ask one question? Inasmuch as I am 
on this committee that is going to determine or advise or suggest or recom- 
mend, whatever you call it, the place of meeting, are there any men here 
in this room now representing the various States, who could not come 
any other time than during the month of July? 

Secretary SIMS: Mr. Holly, let me say something just as a matter of 
history. When we met in Buffalo, there was one time when it was im- 
perative that the meeting should be heldin July. That was the time of the 
inaugration of that celebrated regulation, 28 a, or whatever it was. Mr. 
Me Dougal can remember a lot of things that went on at that meeting. I 
believe Mr. Dickinson and some of the others can, too. It was necessary. 

We can’t have any hard and fast rule on the question because the things 
that interest us most may be injected into the situation and require that 
we endure certain discomfort. When those things are not injected, then 
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there is no reason why we can’t meet at other dates, none in the world. If 
New Orleans is accepted, if our invitation is accepted, I would say that a 
delightful time for you to come down there would be in September. 

Mr. MoBLeEy: I would like to say our invitation is extended to you during 
next year, any time, any month. (Applause.) 

PRESIDENT BRISTOW: You have heard the substitute motion, Gentlemen: 
Is there any other discussion? 

The substitute motion was put to a vote and carried. 

PRESIDENT BrRiSTOw: I wonder if my friend, Mr. Hovey, hasn’t some 
announcement he desires to make. 

Announcements by Mr. Hovey. = 

PRESIDENT BRISTOW: The convention is adjourned until tomorrow morn- 
ing at 9:30. 

The meeting adjourned at 12:40 o’clock. 





THURSDAY MORNING SESSION, JULY 24, 1930 


SECRETARY SIMS: Gentlemen, there is one thing that I think it is 

well for us to give our attention to so that we won't forget it, and 

that is the question of the‘appointment of our legislative committee. My 
suggestion to you is that that committee has functioned so well and has been 
so much interested “in the Association that it would be well, as they know 
what they are doing, to reappoint them, if somebody will make that motion, 


77. meeting convened at 9:50 o’clock, President Bristow presiding. 


‘if it is agreeable. 


Mr. R. C. CLARK (Vermont): Mr. President, I make the motion that the 
legislative committee be reappointed. 
The motion was seconded, put to a vote and carried. 


PRESIDENT BRISTOW: That committee is composed of Mr. Peter G. Cam- 
eron, of Pennsylvania; A. J. Veigel, of Minnesota; M, E. Bristow, of 
Virginia; Joseph A. Broderick, of New York; L. A. Andrew, of Iowa; 
Gilbert Semingson, of North Dakota, and R. N. Sims, of New Orleans. 

Are there any committees ready to report? Mr. Cameron, you afe chair- 
man of the auditing committee. Are you ready to report? 

Mr. PETER G. CAMERON: The auditing committee have audited the ac- 
counts of the secretary-treasurer and find that at the close of the last fiscal 
year, there was on hand a balance of $542.02. 

During the past year there have been receipts aggregating $1,760, making 
total cash on hand and received during the year of $2,302.02. 

The disbursements during the year aggregated $1,692.93, leaving a bal- 
ance ® the Hibernia Bank & Trust Company, as of July 14, 1930, of $609.09. 

The vouchers covering the disbursements are all on hand and we checked 
the records and found them correct. Therefore, the committee makes a 
favorable report, and I suggest the account be approved. 

Me. J. S. LOVE (Mississippi) : I move the account be approved as sub- 
mitted by the auditing committee. 

The motion was seconded, put to a vote and carried. 

PRESIDENT BRISTOW: I wonder if the resolutions committee has anything 
to report. (No response.) 

We will go ahead with the program and have that report later. 

Gentlemen of the Convention, the next on the program is an address by 
Hon. Frank P. Bennett, editor of the United States Investor, of Boston, on 
“Some Phases of Branch and Groyp Banking.” I take pleasure in pre- 
senting Mr. Bennett. (Applause.) 


* Phases of Branch and Group Banking 


Hon. FRANK P. BENNETT JR.: Mr. President, I think I owe it to the gen- 
tleman who invited me to speak this morning and to you as well, to make a 
word or two of explanation. I could begin by paying a rather lavish tribute to 
my good friend, Mr. Hovey, who carries on a work of\very great importance 
and a work of very trying character with a serenity and withal a quiet 
persistence which produces large results. Out of my respect for him, I have 
developed a friendship that I value very highly. I wouldn’t for a great deal 
jeopardize that friendship and have him feel that I took advantage of his 
kind invitation of this morning to spring upon this mgeting some ideas 
with which I am perfectly certain he is not in accord. 

May I, therefore, make the original explanation that Mr. Hovey has not 

examined the manuscript from which I shall rather copiously read while I 
am here this morning, nor is he in entire accord with me on_.the various 
developments that have come into the fore in connection with group and 
branch banking? His record stands perfectly clear at Washington in the 
archives of the McFadden Committee. He has expressed his disbelief in 
the group banking development, if it shall go to serene, ane expressed a 
grave doubt as to the extent to which branch banking shall go. I am going 
to reach a quite contrary conclusion, and I think, therefore, I ought to 
absolve him at the beginning for any responsibility of what I am go- 
ing to say. 
a second explanation is more or less personal. I haven’t been able to 
attend the meetings of this convention, much to my regret. My son has 
just been—I almost said belched forth from Harvard at its recent. com- 
mencement, has bé@h informed by President Lowell he now belongs to the 
society of educated men, and it becomes necessary for me during the next 
two or three months to bring his head in bitter contact with a number of 
experiences of the world that shall convince him after all he isn’t starting 
off with a handicap or advantage over the other man. So in a few days he 
and [are going to sail for Europe to explore some of the corners of that 
ancient world and learn at first-hand how much of a profit a man has who 
is going to make his way through life agaifst various difficulties the world 
presents and with onlg his own native ability. In that time I haven't had 
an opportunity to do much of anything except prepare for my going, there- 
fore I haven’t had a chance to meet with you. 


Present-day Emphasis Directed to Old Theme 


Imagine, therefore, my feeling of considerable dismay this morning when 
I picked up the Boston Herald and learned that my good friend, Mr. 
Cameron, had already disposed entirely of the subject which I am going to 
discuss this morning. I found, line for line, a proposition that I am going 
to advance, taken in hand by him and soundly knocked in the head. I found 
that he had not only prepared the body of group banking for burial, but 
had anointed the body and was already carrying it away to the cave hewn 
in the rock. So when I come here this morning presenting the other side 
of the picture and wilfully, and I think perhaps bravely, attempting to tell 
vou that there are some virtues in group banking which must be recognized 
‘and dealt with in a constructive and intelligent way, it is with a feeling 
that after all the ground has been completely taken away from me before I 
begin by the very doughty Warrior from the State of Pennsylvania. 

Now, Mr. President, to get down to the facts on which I wish to talk, I 
don’t need, of course, to say to you that in its essence neither group bank- 
ing nor branch banking presents a brand new problem. They have been 
coming to the fore and occupying the public eye more in the last 24 months 
than ever in the past. They became more or less a topic of public discussion, 
and I think they are bound to receive an emphasis during the next two or 
three years that will make them matters of major magnitude. 

I can recall my good, old professor at Harvard University, Professor 
Dunbar, all of 30 years ago, telling a class of kindergarten bankers who 
gathered with him three or four times a week, that after all the one sound, 
the one basically well-founded form of banking was branch banking. That 
was all of 30 years ago. So that the man who has reached that conclusion 
today is by no means a heretic. He has a splendid background in that 


stle of learning. : 
Orhan I am also very familiar, after some 25 years of traveling around 


among the banks, with the existence of chain banks, fully a quarter of a 
century ago, in several of the States of the South and even in those days 
that chain of banks that stretched across Georgia and Florida, had its 
northern Green Bay Tree banks as the bank described them, because they 
always had more funds to lend than they had borrowers to take them out. 
Even in those days, a quarter of a century ago, group banking had become 
something of a problem, and, therefore, I take it that every man present 
here this morning has some familiarity not only with branch banking on 
the one hand, but at least academicaily with group banking on the other. 

There really isn’t much need to devote any considerable amount of time 
to the ordinary type of branch banking. Every man here is present with 
the arguments in favor of it and the arguments that can be marshalled 
against it. In every country but the United States it is the only form of 
banking that is generally accepted as the right way to conduct either a 
savings of a commercial form of banking institution. 


Branch Banking Sucessfully Operated Abroad 


I take it that the people of Canada, the people of Europe, the people of 
South America, are not only thoroughly reconciled to branch banking, are 
not only thoroughly convinced that it is the only wise way of combining 
under one group a proper degree of safety for the depositor and a proper 
service to the commercial community, but they are also perfectly certain 
that any nation which follows a different system of banking is wandering 
away after strange gods. 

I think they would listen with amazement, not only with amazement, but 
with a certain amount of regret, if they were to discover that in these great 
United States of ours a Tittle group of men who can get together no more 
than $25,000 of capital can, nevertheless, obtain a bank charter, can set 
themselves up in the banking business and, legally speaking, have quite as 
much right to obtain every dollar of deposits they can obtain as the Chase 
National Bank itself. 


Therefore, I take it that abroad it would be believed that the United 
States, by now develpping group banking and by having a larger develop- 
ment in branch banking, which, after all, is simply a great, flabby and 
poorly developed Nation from the banking side, was at least waking up 
and was shaking off the uncouth and unsafe methods of their banking 
ancestors. 

May I say in passing that I am quite as reluctant as anybody else to 
admit to the Canadian visitor or to anyone that the Canadian system of 
banking is in every way superior to our own? But I am compelled to say 
that the frequent statement I hear from the American visitor that the 
Canadian system is only useful to those who live in close proximity to 
Montreal and that it leaves all the rest of the Dominion to the tender mercies 
of an unfeeling management hundreds of thousands of miles away, I am ~ 
by no means so convinced of the proof of it as I used to be, for, Mr. Presi- 
dent, I can testify from personal contact, and so can every man here present, 
that the Canadian people are not a-docile people, that they are quite as 
much given to outspoken defense and even propaganda in favor of their 
rights. I think it is a matter of major signifgance that the principal 
criticism of Canadian banking, a nonfeeling attitude toward people living 
remote from Montreal, comes usually not from Canadians themselves, but 
from casual visitors who go there from the United States. 


Now, Mr. Presidenf, when we turn to a consideration of chain and group 
banking, of course, we are compelled to confess that its record is not one 
of unbroken success. The crash of what used to be known as the Witham 
chain of banks in the States of Georgia and Florida is of sufficient recent 
occurrence to be more or less imprinted on the minds of every man here 
present. They went down, 83 of them, all at once, and they brought a 
large measure of distress and, in fact, a perfect wave of bankruptcy over all 
of the group in the sections in the two great States where they operated. 


Group Banking Today in Qualified Hands 


My good friend, Governor Stokes, of New Jersey, does not mean that 
anybody shall be left unaware of that very unpleasant occurrence. I have 
read, and so have you, of the zeal of the men who in the Middle Ages made 
their way across country to the Holy Land, wishing to worship at that holy 
sepulcher, and who then made the life of everybody in Europe, who would 
listen, miserable while they recounted the stories of their adventures, like 
the newly returned visitor from his first trip to Europe. That man fired with 
holy zeal, that man eager te tell his experiences and his creed to everybody 
who would listen, was never more eloquent or more persistent than the good 
former Governor of New Jersey in relating the horrid and harrowing details 
of the failures of those 83 banks in the States of Georgia and Florida. He 
calls the movement of group banking, bootleg banking. 


I trust that with all of his eloquence he still has the accuracy of the 
banker and that Governor Stokes would not hesitate to admit that for the 
most part the modern, present-day development of group banking is in the 
hands of men of singularly high character and men of long-continued and 
deep-rooted banking training. What Governor Stokes really meags when 
he uses that unpleasant epithet to apply to the men who developed group 
banks is that what they are doing is in defiance of the spirit of the Mc- 
Fadden Act and of every act that forbids branch banking on the part of 
States. I think, technically speaking, Governor Stokes is absolutely true 
in that statement. 


Moreover, I am frank to admit that the problem of the examination of 
a group of banks presents a problem that is sufficient to stagger the mind 
of the man who has been trained to examine banks one by one. How can 
the situation be otherwise when every chain with which I am familiar is 
composed in part of national banks and in part of State banks, and it not 
infrequently consists of the banks of more than one State jurisdiction? The 
only correct way of examining a chain of group banks, even as in the com- 
bination of the chain of branch banks, is by the simultaneous visit of the 
examining force to all the links of the chain at once. That problem confronts 
you with the coming of the group bank. 

There must first be a species of cooperation between the national bank 
examiner, on the one hand, and the examiners of two or three groups of 
State banks on the other, of which history has rarely provided an example 
in the past, and with which the future must find it somewhat difficult 
to grapple. 

Then, too, where is the number of examiners to be available that shall 
make it possible for them to examine banks in many parts of the same 
State at the same time? I think there is no question that it presents a 
problem of serious magnitude and I take it that on that one issue alone 











Governor Stokes-will not be without a sufficient army to march elbow to 
elbow with him in objection to group banking. 

There are three features of group banking that seem to me to stand out 
very clearly as the result not only of our first-hand study of such groups 
as we have seen in our own immediate neighborhood, but as one @iscovers 
from a very careful and at the same time most entrancing study of the 
testimony which is being presented before the McFadden Committee at 
Washington. 

First of all, of course, is the extent to which the movement has developed. 
I suspect Mr. Cameron has already presented you some figures on this 
subject, but I want for just a moment to outline the magnitude of the 
movement,: because without an impression of how large a thing bulks, it 
is utterly impossible for anybody to form a proper state of mind with 
regard to the problem. 

Just how many groups there are, just how large is the volume of assets 
they have brought together under common control, is a thing that cannot 
be stated in concise and precise terms. Former Deputy Comptroller of the 
Currency Collins, who has the fortunate position, so far as knowledge is 
concerned, of being the counsel at Washington for several of the important 
groups of banks, including the Northwest Bane Corporation and the Cali- 
fornia group, stated some months ago that there are 100 separate groups. 
I haven’t a particle of doubt that that is very much of an understatement. 

When Comptroller of the Currency Pole was making an address last 
October and had gathered together so nearly as he could exact figures on 
the subject, he said that at this time there were 230 groups and that they 
included 2,000 banks. I think both of those figures may now be cast aside 
as no longer an accurate statement of the situation, for recently Governor 
Young has presented to the McFadden Committee some figures prepared 
by hired investigators of the Federal Reserve Board, who ought to be able 
to bring together as exact a body of information on the subject as is any- 
where obtainable. He states that as a result of the investigation of these 
men whom the Board has sent out, the Board has concluded that there were 
287 groups of banks at the end of 1929, and they include 2,103 separate 
institutions. I want that figure of 2,103 to be rather firmly impressed in 
your minds as we go along, because of the comparison which it makes 
inevitable. 

First of all, that means in terms of numbers, one-twelfth of all the banks 
of the United States are now gathered together in groups. That, however, 
tells only part of the story. They are not diminutive institutions for the 
most part; they are representative and carefully hand-picked banks that 
the group organization believes for the most part represent not only an 
excellent opportunity for growth, but a likely satisfactory investment. So 
it comes about that these 2,103 banks had at the close of 1929 rather more 
than $11,000,000,000 of lcans and investments. That represents one-sixth, 
or rather more than one-sixth, of all the loans and investments of the 
entire banking structure of the United States. ‘ 


Thirty Billions in Loans and Investments 


Then Governor Young, for full measure (as you will find from studying 
his testimony, those who have received the copy, which is so easy to obtain 
from Washington), goes on to say that adding together the branch banking 
systems of the country and the group banking systems, because in some 
respects the problem is one and the same, at the end of 1929 the two in- 
cluded 6,353 banks and they had $30,000,000,000 of loans and investments, 
or a little more than half of the entire total of loans and investments of 
the banks of the United States. 

So, as I said in the beginning, we are compelled to state, as we recall the 
events which have been familiar, that neither branch banking nor group 
banking represents a totally new development or one new in its basic 
principles. It has become a problem of very serious magnitude. 

The first point that I wish to make in connection with group banking is 
the very great size that it has attained within a comparatively short period. 

The second outstanding feature, and you get this from your own personal 
experience, even as from a study of the McFadden collection of testimony 
at Washington, is the suprisingly small amount of resistance, all in all, 
which the movement is encountering. 

Mr. Collins states (I think we may say that on this particular subject 
once more he speaks with authority, whether we relish his point of view 
toward group banks or not), that his own client (the Northwest Banc 
Corporation I believe it was in this case), received in the space of a few 
months the applications of nearly 200 local banks very eager indeed to sell 
out to the holding company. Apparently the movement appeals, therefore, 
rather generally to the bankers in his section of the country. 

The second surprising fact is that the newspapers, which a good clerical 
friend of mine has rather aptly described recently as the horizon of pubiic 
opinion on which the small clouds appear that shall ultimately develop the 
proportions of a storm, strangely enough, the editorial columns of the 
newspapers are surprisingly silent. I take it that reflects a belief in turn 
that public opinion is by no means excited or hostile to the development 
of group banking. 

The marvel. of marvels is we are also hearing very little complaint from 
Congress. 


No Opposition to System Heard in Senate 


Governor Stokes in one of those eloquent periods of his to which I can 
always listen and always with the more fervor and thrill when I utterly 
disagree with him, has said that when Congress once grasps that creature, 
it will tear it limb from limb. I verily believe that he thought such would 
be the occurrence. He takes the text of the McFadden Act very seriously, 
as something like the Ten Commandments on the tables of stone and like 
the laws of the Medes and Persians; that represents a fixed conclusion of 
Congress that is never to be changed in the years that follow. But on this 
oecasion, Governor Stokes proved to be a most incapable prophet, for the 
halls of the Senate, which have never failed to echo to the strident tones of 
complaint when big business seemed to tread upon the rights of little 
business, are on this occasion surprisingly silent so far as any protest is 
concerned against group banking. 

Those self-appointed tribunes of the people, Mr. Norris of Nebraska, Mr. 
Brookhart of lowa, Mr. Walsh and Mr. Wheeler of Montana, Mr. Borah of 
Idaho, very rarely failed to express themselves with vigor and interest and 
even with terms of opprobrium, when anything seemed to them to call for 
rebuke at the hands of the American people. They can’t be unaware of 
what is going on; they can’t be unfamiliar with at least the essence of the 
figures I have already quoted. They have never admitted themselves to be 
ignorant on any subject under the sun, and they have almost invariably 
insisted that on every matter referring to finance or banking the real seat 
of final knowledge was not in the Treasury Department or elsewhere, but 
concentrated beneath the dome of the Senate Chamber itself. On this 
occasion they are surprisingly silent, and I take it that is a confirmed proof 
that they believe there is no popularity for themselves in objecting to group 
banking, because everybody knows that above every other attainment in 
the world, every other sort of result that the world can bestow upon them, 
nothing has ever seemed half so pleasing as the voice of popular acclaim. 

I regard this matter as of fundamental significance. If it were likely 
that the average man, the farmer making his way to the village bank with 
his deposit or to present his application for a loan, the man conducting th 
small shoe establishment in Massachusetts, the man struggling with the 
problems of the cotton factory in the South, were convinced that group 
banking. was a development to their detriment, then there would instantly 
arise in Washington, and particularly in the Senate, the loudest howls 
of anguish, whieh howls of anguish would be echoed by the House back in 
the country where the banks are operated. 

On the whole, the entire attitude of Congress is distinctly reassuring, not 
merely to those of us who believe in group banking and see in it an actual 
forward march for the great business of American banking, but also for 
every man who desires the truth to be obtained. 
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The questions of the McFadden Committee are not always highly intellec- 
tual, but at least they have never been intemperate. They firmly reflect, I 
believe, an honest desire to Jearn what is best for the American people. Even 
Senator Glass, who has recently presented a bill which I suspect is going 
to be the nucleus of the final piece of legislation which Congress will pass 
on the subject, has not indicated all the way a statesmanlike attitude, and 
it is a distinctly different type of man which has penned the proposed Glass 
bill from the man who had so large a part in the creation of the Federal 
reserve system or in the writing of the McFadden Act into its final and 
much more desirable form. None of us is willing to believe that the 
statesman of our day has ceased-to be the statesman of the present. We 
believe his mind is still open, and we believe that as a result, the work of 
the McFadden Committee and the Glass Committee will result in- ac- 
tually forward steps. : 

Now the third feature, which I had meant to discuss at some length, but 
which I can deal somewhat more briefly on account of Mr. Cameron's very 
excellent body of figures and his excellent analysis which I found in the 
paper this morning, and to my mind it is in some respects the most im- 
portant of the three features, is the attitude that has finally been reached, 
not only by the Comptroller of the Currency, but also by the Governor of 
the Federal Reserve Board, and an attitude toward which at least the mind 
of the Secretary of the Terasury seemed to be approaching. 

Those bank failures which Mr. Cameron analyzed yesterday have had a 
very profound and depressing effect upon the Comptroller of the Currency. 
I know that from a number of very pleasant and rather intimate conversa- 
tions I have had with him on the subject in the past few months. First, 
he is appalled by the number of failures, 5,000 of them, between the years 
1921 and 1928. In some States this has swept into the discard no less than 
40 per cent of all the banking institutions that were operating at the be- 
ginning of the eight-year period. He has been considerably upset also by 
his discovery—not discovery perhaps, but by his knowledge that this record, 
the like of which American banking has never seen before (and I say that 
advisedly after some study of previous panics after a good many years 
spent in somewhat intimate contact with the banking system of America), 
and this march of banks to their doom has come at a time when the United 
States asa whole was reveling (I say reveling) in such a period of pros- 
perity as the history of the country itself has never recorded before. 
Railroads, public utilities and most industrial concerns, were turning in 
records for gross earnings far higher than any records they had ever 
before presented. 


Underlying Causes of Failures of Banks 

That fact drove him into an analysis of the underlying causes of this 
fearful march of failure. He found that these banks failed not because 
»f embezzlement of funds, not because of excessive loans for the most part 
to officers and other favorite customers, or any of those other classic causes 
of failures that the whole history of banking has presented in such an 
unpleasant array. Their insolvency resulted instead from a kind of mise 
taken judgment to which the term of bad banking must not be truthfully 
applied. The mistake of the management in most of these cases was that 
of being too loyal to their own community and to the needs of local busi- 
ness. The bank came to grief because its assets were frozen. The borrower 
himself was not essentially bankrupt. His statement truthfully presented 
showed a wonderful array of assets, but he was simply the victim of a 
widespread condition. 

The men who brought these banks to grief with their frozen loans were 
largely in each community representatives of a single industry. These 
banks with an abundance of assets, as far as statements were concerned, 
were absolutely frozen tight and unable to convert them into cash. 

The weakness which killed off the greater number of those 5,000 banks 
was a weakness by no means confined to the West and the South, as some 
have imagined. This habit of attributing to agriculture the one weakness 
in our banking lineup and implying that that one industry is responsible 
for the weakened condition of many banks, is, of course, a gross mis- 
statement, as I shall presently point out. There are conditions right here 
in our own States of New England that present a similar menace if ever 
allowed to get out of hand. 

Now for the second discovery which the Comptroller has made that I 
suspect Mr. Cameron did not have time yesterday to analyze, or if he did, 
the diligent reporters of the newspapers did not record it. The Comp- 
troller has been horribly disturbed by his intimate knowledge of the 
difficulty of making money in a great many of our banks. He takes the 
vear 1927—I hold no brief with him in his selection of that year, but I 
understand from him that is the latest vear for which figures were then 
available—and he finds that in 1927 no less than 996 national banks, or 
practically one-eighth of the whole number, were actually unable to earn 
their operating expenses. They operated at a positive loss and his record 
proved it; secondly, that another 2,000 national banks operated with less 
profit than 5 per cent for their stockholders. 

I don’t know how my good friends from the West and the Scuth would 
comment on that condition which beset 38 per cent, taking them all] to- 
gether, of all the national banks of the United States in point of number. 
I don’t know how they would attempt to argue that that condition contains 
elements of happiness, and perhaps they wouldn’t, but I have lived for 
several years now in proximity to a system of State savings banks so firm 
in its foundatiof, so excellent and so unselfish in its management, so splen- 
didly conducted in every way, that for years they have been paying 5 per 
cent interest on deposits and I suspect (and I am not going to drag Mr. 
Hovey into this) they are going to do it for several years to come and not 
make the slightest dent in their surplus by so doing. They are going to 
earn 5 per cent which they pay on deposits. 


Unprofitable Operations of National Banks 


I say with that condition prevailing, which is duplicated to some extent 
in adjoining States and in New York State, I suspect it is a perfectly safe 
proposition for me to make, that it isn’t worth while from the standpoint 
of selfishness for fully 38 per cent of the national banks of this country 
to remain in the banking business because they could liquidate and turn 
their funds over to their own stockholders and they in turn could make more 
money by depositing their money in a good savings bank. 

I am using up a great deal of time, Mr. President, and it isn’t absolutely 
fair to you, but there are two or three matters which I wish very much 
indeed to bring te your attention, because without them no discussion of 
this matter could possibly be added. 

We have had a very large measure of discussion of group banking re- 
cently from banks of New York and Chicago, large banks, capable men, 
whose views on credit I should never undertake to challenge or even dispute 
for a minute. I am going to wipe off the slate the motive which may 
naturally have actuated thtm when they have seen that the growth of the 
group bank frequently does mean the passing not only of deposits away 
from New York and Chicago centers, but also means apparently that there 
are rising in different corners of the United States, particularly in Minne- 
apolis and Buffalo, St. Louis and New Orleans, a group of organizations 
that ultimately can well afford to challenge the banks even of the great 
metropolitan city itself in any sort of test of eminence. I say wipe that 
away and I approach with a wholly unbiased mind, F trust, certainly that 
is my effort, the only suggestion we have received thus far from the rep- 
resentatives of the New York and Chicago banks as to the alternative of 
«roup banking which seems to them better. 

First of all, of course, is the recommendation so simple that it could 
easily have been conceived in the kindergarten of banking, the suggestion 
that we had better strengthen the relation of the metropolitan bank with its 
country correspondents. Well, Mr. Chairman, I have never yet heard that 


suggestion advanced without somewhat unpleasant recullecti6ns I have of 
those very relations of the country bank with the city correspondent. 


There 
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isn’t the slightest question that many a time in’ the past.a country bank, 
seeing a long queue of depositors lining up outside the paying teller’s win- 
dow, has telephoned frantically to the metropolitan bank and has received 
timely aid in the way of huge sums of currency. Mr. Chairman, never yet 
have I known that to occur in any large volume unless the country bank 
itself was intrinsically sound. When, Mr. Chairman, can you find an instance 
(it is certainly barren from my own experience) of a metropolitan bank 
that has been a large factor im nursing a sick country bank from the ailing 
condition to that of sound health once more? When do you see a metro- 
politan bank take upon its own broad shoulders the weaknesses of the 
country bank, thereby restoring itself_to strength? When, Mr. Chairman, 
has the metropolitan bank been able by any sort of suggestion as to good 
banking management to take a bank in hand that was approaching the day 
of doom and rush it back from the brink of the precipice? 


Inability of City Bank to Aid Country Correspondent 


Mr. Chairman, every one of those 5,000 banks that failed I venture to 
say (if this is not the case, it is a most unusual condition) had its metro- 
politan correspondent. Every one of them had its series of interviews with 
the ambitious traveling man from New York or Chicago who roams all over 
the West, like a voice crying in the wilderness. Yet, Mr. Chairman, every 
one of the 5,000 passed to its fate and not a single instance is there a 
fragment of evidence that the metropolitan bank could have rescued it from 
the unhappy condition through which it was passing. When, I say, has. the 
metropolitan bank provided a country bank with a diversification of paper 
that it needs? 

Then there is the other suggestion which I am hearing made with all the 
fervor of an evangelist. Certain representatives of the American Bankers 
Association, for whose great organization, of course, I have enormous re- 
spect, say what we need is better banking inside of our country banks. 
Well, Mr. Chairman, with that spirit of democracy bred in every one of us, 
with that favor and that fervent appreciation of the little community that 
those of us who were born there have for the tiny bank and its environment, 
I say to you that won’t bear rigid analysis. All of us know that ‘there are 
plenty of slipshod methods within country banks that need to be eliminated 
and that there can be much more skilful scrutiny of credits and more rigid 
cross accounting.~ There isn’t a fragment of evidence to prove that any 
great portion of the 5,000 banks went to their doom primarily by slipshod 
methods or due to inadequate systems of cost accounting or even to bad 
judgment, so far as individual banking merits are concerned. 

Better banking management we need and in its favor every man must 
record himself. It will never prevent the loans of a bank in a one-industry 
community from freezing. It will never prevent disaster when cotton and 
wheat and other commodity markets go crashing downward. The only 
thing that can prevent that is some form of diversification of assets of 
the bank or of the organization with which it is affiliated. 

Mr. Chairman, I am not going to take any more of your time except to 
point out one interesting opportunity which seems to me to present itself 
to you this morning as you approach not merely here but in your subsequent 
days of business, this problem ef the correct attitude toward group banking. 


Commendation for Attitude of Group Bankers 


An outstanding feature of the testimony before the McFadden Committee, 
and I think my good friends here this morning of the press who have had 
the privilege of attending those meetings must have been impressed with 
this same fact, is the distinctly teachable spirit in which nearly all of the 
group bankers have testified. Their heads have not been turned by the size 
of the organizations they have been creating. They have not glared once, 
Mr. Chairman, at that Committee with the defiant eye of a public utility 
magnate ‘or of a great oil operator. They have indicated instead a distinct 
desire—not merely a willingness, but a distinct eagerness—to receive from 
any and. every source, whether it be student or economist, whether it be 
other banker, suggestions as to improvement of their method and that they 
shall also be told how they can admit of a larger measure of Government 
supervision without destroying that very priceless thing, namely, the Amer- 
ican spirit of initiative. 

Now, Mr. Chairman, I am compelled, as one good citizen addressing an- 
other, to ask you not to allow this teachable Spirit of the group banker 
to pass unheeded when you discover such a condition to exist. This is a 
formative moment in the history of group banking and of branch banking. 
Within a very few years the lines will have been rigidly set, not merely 
by the creation of corporation after corporation, which I think it highly 
unlikely you can ever disentangle under our American legal system, not 
only will the lines be rigidly set, but you will discover that bit by bit there 
will have come over the masters of these great organizations a quite differ- 
ent attitude toward public opinion such as one invariably finds among those 
whose work has been crowned with an outstanding success. 

I can recall, so can every man here present, a period when the public 
utilities stood in exactly the same position in which group banking stands 
today. If I were to follow the splendid example of my good friend, John 
Hall, the other day of tearing off huge pages of eloquence from the past 
of Massachusetts, I should say they reminded me of what Edward Everett 
said about the white man when he came to these somewhat uncertain shores 
of New England and had his first contact with the Indigns. Edward 
Everett painted King Philip with whom the whites fought a duel that re- 
sulted in the death of King Philip. He depicts King Philip standing on 
top of one of these hills hereabout when he saw the fate that had unques- 
tionably been marked out for him in the future, when he saw the white 
man with his multitude of mental and physical resofrees gradually flowing 
out through the valleys and eventually absolutely inundating the red man, 
as saying, “The white man seemed a timid supplicant begging to lie down 
at the red man’s fire.” 

Now the group banker comes today not in the attitude of the timid sup- 
plicant who asks to be admitted to the warmth of popular approval, but 
rather with the man who verily believes that he is working out one of the 
major problems of American banking -along sound lines, but his mind is 
open. He is eager indeed to discover whether, if possible, there is a means 
by which diversification of assets and better banking management can be 
obtained out of the plan that he-presents. He is ready to assent to no end 
of improvements and amendments today and he asks that, you approach 
him in a similar spirit. 


Open-mindedness Urged Towards New School 


May I say, Mr. President, that that opportunity presents a challenge 
alike to every bank commissioner and to every Member of Congress? I 
have seen it and so have you, the chain store coming into our midst in 
somewhat the same self-depretatory spirit. I have stood on the street 
cornet in some of those impromptu forums that every New England village 
has, and I suspect they exist all over the United States, and I have heard 
the man who at least talks enough to mould public opinion detlare that the 
chain store will never make any headway. He said, “The grocer across 
the street, the druggist down on yonder corner, the dry goods man around 
the bend, are part and parcel of this community. They were active in 
our social affairs, they. are courteous. and considerate. They leave their 
homes at any hour of the night to extend service to their old neighbors from 
their more or less abundant stock of goods. They have never failed to 
consider the needs of the customer. While these chain. stores are mere 
gears in a wheel, automatic organizations that regard the individual merely 
as one more unit or fraction who comes in to add to the huge grist of 
income. They’ never will be able to dig into the life of the village and 
make themselves an outstanding factor as the local grocer and the local 
druggist and the local dry goods man have become.” 

Then I havé been amazed and at times chagrined to see that the-very 
body of people on whom that statement relied had proven utterly disloyal 






to their trust. They continued to express sympathy for the local druggist, 
and grocery and dry goods man, but bit by bit, and finally almost entirely 
they carried their trade to the chain store, because the chain store had a 
price that attracted them, because it had attractive goods and because it 
was exceptionally well managed. 

So, Mr. Chairman, when I see that condition before me, I predict with 
absolute certainty the coming of branch or chain banking and that at no 
distant date. If that be so, Mr. President, and I challenge anybody to dis- 
prove it, as one of the inevitable economic results ground out relentlessly, 
whether we like it or not, under those circumstances the moment of op- 
portunity must not be lost of having a part in a constructive moulding and 
shaping of that; for, may I warn you, Mr. President, that history will 
repeat itself, that the modest chain store and the modest public utility and 
the modest oil operator beginning with a great regard for public opinion, 
easily lose that attitude and commence to become self-sufficient and rigid 
in their ways. They find it not at all difficult to obtain banking in the 
community and ultimately a number of very considerable proportion of the 
community, probably more than the majority on their side, because they 
become customers and because they become satisfied with the service. 

I take it if you and I shall lose this opportunity and shall fail to under- 
take not to destroy this movement, but mould this movement along sound 
lines, the time may come when strengthened by popular support the men 
who are creating branch and group banking systems may become quite 
as impatient of suggestion for further regulation and supervision as we 
have found the public utility and other organizations sometimes to be. 
Thank you, Mr. Chairman. (Applause.) 


General Discussion of Subject of Group Banking 

PRESIDENT BRIstow: I know I voice the sentiment of this entire gather- 
ing when I say that we thank our friend, Mr. Bennett, very much for his 
address this morning. - 

Gentlement of the convention, the body is open now to a general dis- 
cussion of this and other things on the program. 

Mr. L. A. ANDREW (Iowa): Mr. Chairman, I dislike very much to follow 
the speaker rather unpreparedly. He has given us a very fine exposition 
of the group banking side of the.new movement that seems to be going 
quite rapidly over the country now, not quite so rapidl¥ since the price of 
group stocks has dropped with other stocks. 

In Iowa Ve have had considerable to do with group and chain banking. 
There is one statement I am going to make right now before I forget it. 
It is rather controversial with the speaker in regard to good bank man- 
agement having something to do with the failure of banks. We have had 
scores of banks in Iowa in the same town with banks that have closed that 
went all through the deflation period and are strong, healthy, money-mak- 
ing banks today, while their neighbors across the street closed. The only 
reason those banks are open today and kept-open during the inflation 
period was because they were well-managed banks. I take it from my 
experience that well-managed manks include diversification of invest- 
ments, whether the locality is one of one industry or not. 

In our examination of these banks in these towns that are now open 
and doing a profitable business within the same locality and the same 
conditions as the banks that closed, we find the reason they are now open 
and doing business in a profitable manner is because they were well man- 
aged. 

I have had some experience in the formation of management groups and 
the examination of groups. I wa@ recently a party to one of the largest 
groups taking over a bank in our State. That was taken over on an ex- 
change of stock proposition primarily at a very large increase over the 
local market price. Stock at that time was selling around 97 and today 
is 42. There has been little increase in the number of banks of that group 
under present conditions. 


Better Management as Basis of Profitable Operations 


We may think that perhaps one reason for growth of groups was the 
exchange of stock on a profitable basis for the stockholders of the banks 
taken over. That may be one of the reasons why the groups have not 
increasedtin the last few months as rapidly as they did a year or more ago. 

In my talks with the management of these groups in Minneapolis, De- 
troit, Buffalo and other places, I find that they are depending for their 
prosperity on better management of their individual banks. They feel 
that they can make larger profit by the management of these individual 
banks under group system than they could under the individual banker. 
I believe they are right in a good many respects, but we who have exam-. 
ined banks for a number of years know that group banking is just as 
dangerous as unit banking unless it has management. The chain store ~ 
analogy is not quite correct, it seems to me. The chain store is a matter 
of distribution at the most economical figure. The matter of banking is 
more a matter of service, good management, profitable operation. While 
some of the things that make for success in the chain store system make 
for success in banking, their lines are so different that they can hardly 
be compared. There is a personal equation in banking that is not present 
in the chain store. 

Then we have the idea of confidence in the community. Ninety-nine 
per cent of the banking, as you men know as well as I do, is confidence. 
You can erect a 30-story building in Boston, put into it the greatest steel 
vaults in the city, the finest bronze fixtures, but if the people of Boston 
don’t have confidence in that bank, you have nothing but a pile of ma- 
sonry. So all questions of banking have to do with confidence. If the 
chain bank, the group bank can gather together in the right way the confi- 
dence of the community, it will be a success, depending upon the manage- 
ment of the individual unit of the group. 

In some of these units that have gone into the group banks, I find now, 
as you men probably will find, a dissatisfaction. These banks are not 
built im a day. They are built over a period of 50 years, 60 years, 70 
years, 100 years. We have banks in the Middle West even, a new country, 
where 50 years of effort have gone into the building of them. The men 
who have put their life blood and interest into the building of a bank, in 
some way, after a few months go by, don’t quite get the viewpoint of the 
boss 100, 200 or 300 miles away. They are individualists, profitable, 
money-making individualists, who have to run a business along the lines 
they want to run it or have run it. There is quite a dissatisfaction grow- 
ing up among the better bankers, the better officers of group banking. I 
don’t knew how far that is going to go. I know that the managers of the 
groups are very anxious to overcome that feeling. One of the groups 
particularly that I am quite intimate with is doing everything possible to 
keep the individuality of their separate units. In that way, of course, 
they can do much better‘than the branch banks. The branch banking 
system everywhere practically is a mattér of machine, more than individ- 
uality. 


Uncertainties in Development of New Methods 


I for one cannot see the ultimate end of group, chain and branch bank- 
ing. I have been a banker for 30 years, I have been supervisor for a 
number of years now. My life has been built up in and around unit 
banks. I have seen States, counties, communities, built-up by a strong 
system of unit banks, making money, operated by local communities and 
they are going forward to even greater success than they have today. But 
they will be banks of a little different character, it seems tg me. They 
will be banks of fine management, whether they exist in a town of 500 
or in a city of 500,000. They will be banks that make money because they 
use good banking practice. 

I believe there will be a growth of group banking and chain banking 
and branch banks undoubtedly, and if this country ever goes into a state- 
wide or country-wide or so-called great area system of branch banks, it 
will necessarily mean a scramble for branches by the large city banks 
that will probably result in a large increase in that class of business. 
There has been a great increase, as the speaker said, in good banking. 
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In the State of Iowa, we have had different groups during the deflation 
period. We went into the deflation period with 14 different banks and 12 
of them closed. They were one of our greatest problems. We found the 
weakest bank of the group was the measure of strength to the whole 
group. In many cases all the strength of the group went in to try to save 
one or two weak banks. f course, they were small groups, not having 
the resources or the management perhaps of these larger groups. But in 
ae final analysis, men, as we all know, banking is a matter ef confidence, 
a matter of local pride to a great extent, a matter of good management, 
+. imarily a matter of good management. It is pretty hard sometimes to 
get a good, successful, money-making, well-to-do, individual unit banker 
to work and make money for someone else. (Applause.) 

PRESIDENT Bristow: Is there anyone else? 

While we are waiting, gentlemen, the Secretary has some telegrams to 
read. é 

SECRETARY SIMS: This telegram is dated at Oklahoma City, Okla.: 

“Sincerely regret my inability to be with you at this time. Please con- 
vey to the convention assembled by Wearty wishes for a pleasant and 
successful session. O. B. Mothersaid.” 

Many of you will remember Brother Mothersaid as an attendant through 
quite a number of years from Oklahoma. 

This is from Topeka, Kans. 

“I wish to extend most cordial greetings to the members of your asso- 
ciation and kindest personal regards to the commissioners and others 
whom I have had the pleasure of meeting during the years I was serving 
as bank commissioner of Kansas. Regret exceedingly my inability to be 
with you, but be assured of my best wishes for a pleasant and profitable 
meeting. Roy L. Bowen.” 

Many of us remember Brother Bowen with a great deal of pleasure. 
He is now in the banking business in his State. 

Mr. Mothersaid is interested as secretary and treasurer of an insurance 
company which seems to be doing very well. 

I had a letter from Mr. Amos, of Florida, which I mislaid, in which he 
begs me to extend his good wishes to the convention and to express his 
great regret that he could not be with us, He has been coming to these 
conventions since our meeting in Seattle in 1920. He says that the only 
reason he didn’t come was because of some troubles which developed that 
kept him at home. 


New Banking Methods as Condition Existing 


Mr. J. S. Love (Mississippi): Mr. President, before we pass from this 
most interesting subject, I want ta make this observation: First, that I 
have enjoyed greatly the most interesting and informing and sound ad- 
dress of Mr. Bennett. It gives us commissioners a great deal of food for 
thought. 

Regardless of our position as to whether we advocate unit banking, 
group or chain banking, the fact remains that we all clearly know that 
group and chain banking is upon us; it is with us, and Mr. Bennett has 
so clearly shown that banks in these groups and chains compose practi- 
cally half of the assets of the banks of our country. While we can see 
merits of the system as well as the demerits or the unfavorable side of 
the system, the fact remains that it is here and that we as commissioners 
are forced to contend with it and we as commissioners should be in posi- 
tion, as I see it, to advise or consult with our respective banks who are 
contemplating such a move in a sound; safe, conservative way. 


Many of the banks in my State of Mississippi have asked from time to 
time my advice as to becoming members of these groups. I hesitate to 
give advice because in some instances it will probably be to their advan- 
tage to become members of the group; in other instances, it would not be. 


As. Mr. Bennett so clearly brought out a minute ago, often we have a 
reason to dissolve an institution that is entitled to survive, that is not 
able to continue on in business because of lack of capital or assistance at 
the proper time. He has shown us, as we know, that metropolitan banks 
do not render assistance to a bank that is really needing it; that is, a bank 
that is inclined to be weak. . That is no criticism of the metropolitan bank. 
That is probably correct, but what we need most is some assistance in 
some way to a bank that is really entitled to exist but cannot exist by 
reason of lack of funds to run on. 

The group system doesn’t have that problem so much because that 
assistance, if one bank becomes weak or needs funds, is always coming to 
it from the parent or the headquarters. That, to my mind, is some induce- 
ment to a bank to become a member of that system. 

Group and branch banking (I do not favor chain banking) both have 
merit. Of the two, I prefer personally the branch system. However, the 
branch system is not permitted in my State at this time. 

I think we commissioners can get this lesson from Mr. Bennett's ad- 
dress when he speaks about the large number of bank failures, and I am 
sure I voice the sentiment of this convention in saying it: No men or no 
set of men deplore the large number of bank failures throughout our 
country as the bank commissioners do. To their door, to a great extent, 
the responsibility of those failures falls. 

It is the commissioner that is trying to find a way to prevent this large 
number of bank failures. Mr. Bennett clearly says that the reasons for 
those failures are frozen assets first and meager earnings last. That is 
absolutely true in my State. I have had to take charge of banks that were 
reasonably well managed, that in the past have been successfully man- 
aged, yet had to close their doors by reason of frozen assets. 


Frozen Assets and Bad Management 


Mr. Andrew makes the point that if the bank were well managed, it 
wouldn’t have those frozen assets, that the neighbor across the street is 
not in that condition. Then what does that lead us to? That is a thought 
that our bankers as a whole are too much in sympathy with the borrower. 
He does not look at that loan from a banker’s standpoint solely. He is 4 
part of the community. He believes in the community. He more or less 
becomes sympathetic with the borrower in his application for loans and 
they often go into the portfolio through that route. 

Then my thought is that we as commissioners have a duty not so much 
in trying to have the banks obey the law and run a bank as the statutes 
dictate, but a duty along an educational line, trying to educate the banker 
not to be so sympathetic with the depositor in his application and, sec- 
ondly, to require or to assist to educate, if you please, the banker to keep 
a diversified portfolio. To my way of thinking, which is clearly borne out 
by Mr. Bennett in his reasoning, which is sound, the trouble with our 
banks in Mississippi is largely the failure to have a diversified portfolio. 
Our loans are largely dependent upon that particular community or upon 
the crops raised in that particular community. In Mississippi, we have 
only one crop, one money crop and that is cotton. Ninety per cent of our 
loans are based upon that crop. 

Then I think the thing for the commissioner of Mississippi and his 
examiners is to continue to drive home the thought of a diversified port- 
folio of investments not only in the State, but investments from other 
sources, investments not only dependable solely upon the outcome of the 
cotton crop, but on other crops and conditions. 

I wanted to make these observations because I think it is our duty as 
commissioners to try to take back home some thought that will help us in 
trying to remedy an evil that exists. The evil, of course, is a large number 
of bank failures throughout the country. Our duty is to try to stop those 
failures, and the only way, as I see it today, is by rigid examination, a 
larger plan of education to the bank management, with a view of keeping 
his portfolio more liquid, and the bank operated on such a plan that it can 
make money. Some of our banks do not make money sufficient to take care 
of the losses and pay a reasonable dividend to the stockholders and no 
bank is safe unless it has a good earning power. No bank is safe unless 

» it is able to pay its stockholders a reasonable return on its investment. 
Our duty, as I see it, is to try to see that that bank is not only safely run 
but is a profitable institution. The method as outlined here by Mr. Ben- 
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nett, I think, points a way to us to be of assistance in that way to our 
bankers when we return home. (Applause.) 

Mr. THOMAS. D. BARR (Indiana): Mr. Chairman, I didn’t intend to in- 
trude any of my observations on this assemblage because I am like a 
parrot, I always talk too much. There are a few things I would like to 
say in my simple-minded way. 

Mention has been made of a certain McFadden committee and the con- 
sultations they have had and the testimony they have heard. I have made 
rather diligent investigation in the humble locality in which I happen to 
reside and if there has been an Indiana man called to testify before that 
committee, I don’t know who it is. It has not been Elmer Stout, the presi- 
dent of our Bankers Association, the president of the Fletcher American 
3ank, the largest bank in our State. It has not been Evans Woollen, 
whose only fault is he is a Democrat. He is president of the Fletcher 
Savings and Trust Company and the peer of any banker in the United 
States. 

I wonder how many of you commissioners have been consulted in this 
matter which is of a certain importance nation-wide. So far as I am 
individually concerned, I have never been in Washington City but once; 
I have no desire to go there again. The State is very well represented by 
very able Congressmen, and I venture the prediction that any of those 
Congressmen who vote for nation-wide branch banking will have plenty 
of time to attend to their private affairs shortly after that. (Laughter.) 


No Law on Group Banking in Indiana 


I say that in all seriousness, that I would like for that worshipful com- 
mittee to listen to someone from our State. If they are in difficulty as to 
making a choice, I suggest they get Rome Stephenson, the next president 
of the American Bankers Association. They can get no better man. But 
so far as I know, Rome hasn’t been called. 

We are a part of this great Republic and I could go on at some length 
and tell how proud I am of this country, especially since I have visited 
Massachusetts and received the treatment that we have received, and 
especially since it was my privilege a few vears ago to be in Richmond 
and be entertained under the management of our president. This is a 
great country, the best this world ever saw in all its history, and we have 
a number of problems to solve, but I would like for our eastern friends 
to realize we like to be consulted once in a while. It makes us feel 
better. As a matter of fact, if they do something we don’t like, in time 
we will find a way to correct it; we always have. That way is slow and 
sometimes expensive and damage is done. We like them and would like 
for them to like us. 

So far as chain and group and branch banking are concerned in our 
State, there is no law against group banking. The attorney general lately 
entered am opinion that it could not under present legislation be pro- 
hibited by law. I might state we have no disposition or inclination to 
prohibit it in the law. If it appears in the collective wisdom of our legis- 
lators that this is the thing to do, we will meet these things as they come. 
But when it comes to the question of having our loans passed on by a lot 
of gentlemen around a mahogany table 1,000 miles away, it brings to my 
mind a poem by-an Englishman named Kipling, a great favorite of mine: 

The men of my own stock 

They may do 2!) or well, 

But they tell the lies I am wonted to, 

They are used-to the lies I} tell; 

And we do not need interpreters 
When we go to buy and sell. 


Then men of my own stock 
Bitter bad they may be, 

But, at least, they hear the things I hear, 
And see the thinga I see; 

And whatever I think of them and their like 
They think of the likes of me. 


The stranger within my gates— 
He may be evil or good, 

But I cannot tell what powers control 
What reasons sway his mood; 

Nor when the Gods of his far-off land 
Shall repossess his blood. 


This was my father’s belief 
And this is elso mine; 
Let the corn be all one sheaf 
And the grapes be all one vine, 
Ere our children’s teeth are set on edge 
By bitter bread and wine. 
PRESIDENT BRISTOW: Gentlemen, the meeting is open for further dis- 
cussion of that or service charges or the bond situation or anything left 
open from yesterday. - 


Earnings as Test of Economic Value of System 


Mr. A. A. SCHRAMM (Oregon): Mr. Bristow, I can’t let this occasion 
go by without expressing my thought and appreciation to Mr. Bennett 
for his challenging presentation from the viewpoint of earnings. I be- 
lieve that is the economic test for endurance. I have tried to pioneer a 
matter of challenge to the Oregon banks. I sent out a letter to them, 
classifying the banks according to their size, showing the percentage on 
each $1,000 of resources, giving the operating expense and the distribu- 
tion of their salaries and taxes, and so forth, interest paid, and then the 
net earnings and the losses and the net income. I appreciate what Mr. 
Bennett has said: It is an argument I used to a bank that I feel should 
go out of business. “You haven’s shown any earnings for five years or 
seven years and you probably won’t be able to show any for your stock- 
holders for five. years more, so now why stay in the business when you 
can take your money and go to the building and loan and get 6 per cent?” 

That argument is good as far as it goes, but let us not overlok the fact, 
gentlemen, that the banking business is on a different plane entirely from 
that of the building and loan or the savings bank. The banker finds him- 
self under a terrific load of carrying on commercial activities, clearance 
of checks and all.those problems and we cannot safely and fairly compare 
the earnings of one group with the other. I think that is obvious. Yet 
we meet that argument when we talk to an unprofitable banker. 

I am ashamed of the record of Oregon banks. ‘I have classified them, 
put them up in figures, and when I say to you that 50 per cent of our 
banks handling $40,000,000 with 72 different boards of directors lost 
$2,000, it is a startling statement, but the business men who are in some 
other form of activity come back to me and say, “Schramm, show me any 
other business that has made any money in the last year or two.” 

You people back here -who have your large centers developed rightfully 
perhaps scowl at a little $25,000 bank. Gentlemen, what would our great 
United States be if we had not had the opportunity of the small institu- 
tion =e did follow and did serve in the development? That we cannot 
overlook. 


Impartiality Urged as Attitude of Commissioners 


Let me clese with this thought, I am not trying to shrink from any re- 
sponsibility, I am trying to live up to the opportunity of the position in the 
banking department, when I say I sincerely bélieve it is the duty and the 
privilege of a commissioner or a superintendent of banks to not permit 
himself to become entangled in the championing of any particular form 
of banking. We are more than a prophet or advocate or salesman. We 
find ourselves in judicial positions where we must interpret the laws as we 
find them. It is our duty to bring out the weaknesses of the law, but I 
do not think we are required nor expected to come out and champion one 
form of banking over another form. In other words, the minute you do that, 
you lose any sense of fairness because some men will say, same banker who 
has a just suggestion will say, “there is no use taking it up in the banking 
department. They are prejudiced.” 

What we have got to do is work along, direct our thought and perhaps 
as we make our economic adjustment we can come to some sane program, 
This, however, remains true that we still have too many banks and too 
few bankers. (Applause.) 

PRESIDENT BRISTOW: Is there anyone else? 

Are there any committees ready to report? 

Mr. ARTHUR E. DOLE: The Committee on Place of Meeting acknowledges 
the receipt of cordial invitations to hold the next annual convention from 
the following cities: Atlanta, Asheville; Chicago, Detroit, Denver, Biloxi, 
Grand Rapids, Kansas City, Honolulu, New Orleans, Philadelphia, St. 
Petersburg. 

While many or all have their appeal, it is the opinion of the committee, 
and is so recommended, that the next annual convention be held at New 
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Orleans at a date, if possible, in the week preceding the annual meeting 
of the American Bankers Association, in order that any who so desire 
may attend both conventions conveniently. 

PRESIDENT BRISTOW: You have heard the report of the committee, gen- 
tlemen. What is your pleasure? 

It was regularly moved, seconded and carried, that the report of the 
committee be adopted. ~ 

PRESIDENT Bristow: Are there any other discussions, gentlemen? 

SECRETARY SIMs: I believe Mr. Brock has something to say. 

Mr. J. S. Brock (Louisiana): What is open now? 

PRESIDENT BRISTOW: General discussion and discussion of service charges. 

SECRETARY SIMS: The thing that is open now is New Orleans was selected 
as the next meeting place. 

Mr. Brock: I didn’t hear that. 

Mr. Chairman and Members of the Convention: I greatly appreciate the 
favorable consideration in selecting New Orleans and we will try to prove 
our appreciation when we meet there next convention. (Applause.) 

SECRETARY SIMS: I want to say this is the first time that you have been 
down in your Secretary’s town. I believe it is the first time in the whole 
history of the Association that the convention ever met in a ‘secretary’s 
tewn. I just want to appeal to you now to come to the convention. We have 
talked a lot in the years past about 100 per cent attendance. Let’s try to 
make it in New Orleans. We will try to make you happy. (Applause.) 

PRESIDENT BRISTOW: Gentlemen of the Convention, several items on the 
program are still open to discussion. Is there anyone present who desires 
to discuss any of these matters? Some were brought over from yesterday: 
“Desirability of Uniform Bank Legislation,” “How Can We Reduce Bank 
Failures?” “Desirability of Close Cooperation Between Federal and State 
Bank Supervisors,” and on today’s ‘program, “Service Charges,” and “The 
Bond Situation.” 

The meeting is open, gentlemen. 


Proper Management as Key to Solution 


Mr. E. D. HoOLLy (California): Mr. Chairman, I am not going to talk 
abouf any of those subjects you have just named there, but I am going to 
just speak for a short time, and a very short time, upon the subject before 
the house, the matter presented by Mr. Bennett. I feel that perhaps we in 
California have some ground upon which to speak upon that subject inas- 
much as we have some very excellent independent banks and inasmuch as 
we have some very.excellent branch banks and, also, inasmuch as we have 
some rather strong group systems. 

I just simply want to express my second of the statements that were of- 
fered here by the representative from Iowa. We in California are funda- 
mentally convinced that the great problem before the banking supervisors 
of this country is not so much a problem of what kind of a bank it is, as it 
is a problem of what kind of a banker it is. I do not believe that one of those 
systems carries very much merit over either of the others, provided the men 
who are at the head of those institutions are real bankers. We in California 
feel that in order that we may have strong, vigorous earning institutions, 
the first requisite is a proper birth of the institution. 

At the last session of the Legislature of California in 1929, the law was 
amended making a $50,000 capital bank and a 25 per cent paid-in surplus 
necessary in order to organize the institution. I think that the time has 
come in California, and I am not sure but that it has come in every other 
State in this Nation, when a bank of less than $50,000 capital and 25 per cent 
of that surplus can no longer function to advantage. ; 

I also wonder why in the discussion of these problems of bank failures 
there is always referred to the last 10 years, that period of banking history 
in this Nation that, perhaps, has been up against propositions that it will 
not be up against for many years to come. I feel that the great percentage 
of the failures of the small banks in this Nation are a direct result of the 
prewar deflation, and until that complete deflation has been reached, we are 
going to have some failed banks. ; 

I also wish to ask a question. It is a question in my own mind as to 
just whether or not chain and group banking systems are going to be able 
to earn net any more money than our independent banks. As a matter of 
fact, I know that in California the largest earning bank, which earns and 
pays 45 per cent dividends, is an independent institution. 

I feel in this discussion much in the position that Mr. Schramm, of 
Oregon, has mentioned—that the supervisors of this country sit in a 
judicial capacity. We in California have all of these systems to deal with 
and we have to administer the law as we find it. From time to time we 
try to improve that statute. Whether we make an improvement or not, I 
am not here at this time to say, but at any rate we are always making an 
effort toward that end. ; . 

If it were the kind of bank that caused failures in this country in the 
last 10 years, with Mr. Andrew I would like to ask the question why in 
the great State of Iowa, which we all know is a wonderfully rich agri- 
cultural State, is it that out of the 1,700 odd banks that were there over 
this term of years, only 300 and some odd banks, I understand, have 
failed? There are some 1,300 banks still there doing business. 


Plan of California to Educate Bankers 


There is one thing in the branch banking system that I believe is of 
more importance than anything else and that is in our large branch bank 
systems in California we have more banking brains at the head of the 
institution than we have perhaps scattered out in our small independent 
banks. But the banking department of the State of California has taken 
upon itself the great problem of education of bankers. We issue out of 
that department each month a bulletin in which is discussed some phase 
of banking in which is presented some suggestions for improvement. We 
have made a great effort in California to have the bankers build up a 
credit file, and we are having wonderful success with it. We are teaching 
the bankers how to analyze that credit file and how to keep it and how to 
make it useful. : , 

I believe that the future of the great banking structure of this country 
rests upon the education of the banker and bringing him up to a high 
standard in his profession. I cannot agree that there is any connection 
at all between the branch banking system and the chain store. The chain 
store, as I see it, is successful because of its large buying power, but I 
know of no branch bank system that can buy its money any cheaper than 
the independent bank. ° 

I thank you. (Applause.) ; 

PRESIDENT BRISTOW: Is there any further discussion, gentlemen? 

At this juncture, if there is no objection (it is not mentioned on the 
program), we have present with us a representative of the Credit Union 
System. You will recall you were entertained by them on Tuesday. I 
will just ask my friend, Mr. Hovey, to introduce the speaker and give him 
a place on our program for 15 minutes or such 4 matter. 

Mr. Roy A. Hovey: Mr. President, there is really no reason why I should 
take this pleasant duty. away from Mr. Bristow. The gentleman present 
has been quite instrumental in having enacted in 32 of our States, credit 
union jaws, and some of these are of recent enactment. Mr. Bergengren 
wanted to have the gentlemen present who are interested in those laws 
understand a little more about what credit unions were. For that reason, 
we are glad to present Mr. Bergengren for just a few moments to assist 
those commissioners who have credit union laws in their States. I am 
sure the others will also be interested because eventually there will prob- 
ably be credit union laws in all the States of the Union. Mr. Bergengren! 
(Applause.) 

Mr. R. F. BERGENGREN: Mr. Bristow, Mr. Sims, Mr.~Hovey and other 
Commissioners and Guests: I still have the habit which I acquired in 
my extreme youth when eating cholocate cake of eating the cake vety 
carefully and saying all the frosting until the very tail end and then 
éating the frosting. Today we are reversing that process. To drop from 
a discussion such as Mr. Bennett initiated to a discussion of credit unions 
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may seem to some of you as turning rather abruptly from the sublime to 
the ridiculous. P 

I accepted this invitation to talk of the credit union very briefly for this 
reason: There are now 32 States of the United States with credit union 
laws. If my files indicate anything truly, it will be only a relatively short 
time when practically every State of the United States will have a credit- 
union law. While these laws are of very recent origin, eight of them 
having become operative within the year, yet the number of credit unions 
is developing quite rapidly. 

I visited in Berlin two Summers ago the central office of the union of 
42,000 German credit unions. The credit union originated in Germany, 
and during the first 40 years of its development there were 400 credit 
unions organized. The first credit union in the United States was organ- 
ized in Massachusetts, as you know, in 1910, and the very rapid increase 
in credit union organization in recent years leads us to believe that inevit- 
ably the problem of the credit union, of what it can do and what it ought 
to dovand how it should be moulded to fit in with American conditions, is 
bound to be an important problem in all of the State supervisory depart- 
ments which have anything to do with credit unions. 

Therefore, it seemed to me that perhaps I might take a minute to define 
the credit union, to speak very, very briefly of its origin, and then to speak 
particularly of the very unique problems with which the credit union is 
concerned, because it must be a fact that if the credit union has no.great 
publie service to render, then State banking departments and everybody 
else would rapidly lose interest in it and have no concern over its prob- 
able development. 

Iam going to define it first. The credit union we generally define as a 
cooperative society, organized within and limited to a specific group of 
people, managed by a board of directors, and other officers chosen by and 
from that group, operating under some State supervision; the purpose to 
do two things—first, to permit the members of that group to accumulate 
some capital with which capital they are able to take care of their own 
short-term credit problems. 


Seventy-five Years of Credit Union Operation 


I want to pass very briefly from the definition to the history, because 
when we think of credit unions in the United States, we think of some- 
thing as new and novel, as a baby in the banking business, and if we had 
plenty of time in discussion, I might suggest that“perhaps the baby needs 
spanking more than anybody else in the family and perhaps the most 
profitable use I could put my time to would be to permit commissioners 
to spank the baby, because I don’t doubt that many of them do need 
spanking. 

The credit union originated in Germany in about 1884 in response to a 
condition as regards small credits among the masses of the people which 
demanded some form of relief. So that the credit union as an institution 
of service has had over three-quarters of a century of development. They 
were called Raiffeisen banks in Germany because Friedrich Wilhelm Raif- 
feisen originated, to a large extent, the plan. 

The credit union spread from Germany very rapidly throughout the 
world, and about 1885, or,thereabouts, a journalist in Montreal, a man 
named Desjardins, terribly distressed because of usury as practiced on wage 
workers in that city, began a study of the credit unions in Germany which 
lasted for 15 years. I have studied credit unions for some time, but I 
don’t believe I would have had the courage to put in 15 years of hard 
labor before I organized the first one. He organized the first credit union 
at Levis, just across from Quebec, in the year 1900. 

In the year 1908, Edward Filene, in Boston, who was somewhat analog- 
ous to Julius Rosenwald in Chicago, a man who has accumulated a very 
large fortune in a large business, and being a bachelor with no one de- 
pending on him remotely or otherwise, and who had been for many years 
making it his primary duty to give away all his money, came across the 
credit unions in Germany. : 

In the same year, 1908, by a peculiar coincidence, Pierre Jay, who was 
then Bank Commissioner of Massachusetts, started a book study of these 
same institutions. The next year Mr. Jay and Mr. Filene came together 
and prepared a draft for a credit union law which was enacted in the 
Massachusetts Legislature in 1909. They brought down to take part in 
the preparation of that draft, Alphonse Desjardins from Canada. 

So that the direct line of descent of the credit union as we know it is 
back in the early German beginnings of cooperative credit in the latter 
part of the 1840’s. I impress that upon you because the credit union is 
no new and novel undertaking. It is no new and extraordinary experi- 
ment. It is an old-fashioned device. 


Loans at Fair Rates to Small Borrowers 


4 What is it for? The primary purpose of the credit union (I have only 
a few minutes, therefore I am not going to talk about collateral issues 
very much) is to create credit resources at normal or fairly normal rates of 
interest for the kind of a man who when in need of credit has no credit 
resources available for his use in any bank that will extend to him credit 
at anything like bank rates, no matter what his bank rating is. i 
_As all of you here know, there are something like 26 States of the 
United States which have enacted the so-called uniform small loans law 
wien Suemertnes Se neve money lender who will submit himself to 
regulation, to make loans at rates whi y 
a hich under that statute vary from 36 
The sound theory of that law, the one single fact which makes that law 
a good law, strange as that may seem (because I say to you if any one 
of us who has bank credit available for our use in time of need should 
go to our bank tomorrow morning .and the banker should say to us the 
rate has increased overnight from 5 or 6 per cent to 42, we would wonder 
what sort of a cataclysm had descended upon us), the real justification 
of that law, is that if the private money lender cannot operate at a legal 
42 per cent, he will operate at rates which are so high that they make 42 
per Sonn seem low by comparison. I wish I had the time to prove that 
I had a letter the other day from the University of Tok 
peateeor —_—s me = Z very friendly and Savery el ag 
whic e said, “I write to i i in’ 
ee ee a you as a leading authority on usury in the 
Well, I hope that isn’t true. I did help in the usury in igati 
Liverpool. I did help set up the first cooperative oe mS pone 
operative credit unions on the basis of the plan we have developed are now 
being set up very largely in large numbers in Finland. I have been mixed 
up with every usury investigation for the last 10 years. The worst case I 
ever came across was a case which developed in the course of an investiga- 
tion carried on by the Associated Charities of Chicago, Joel Hunter’s 
bugeuiaetion. a = saewen = paid back $1,080 in interest and 
was then sued for the ; always thought sui i 
kind of rubbing it in. : eo 
You say, “How could that possibly happen when there are laws against 
usury? 


Usury as Penalty Imposed for Lack of. Credit 


Well, how can a lot of things happen when we have the Eight 
Amendment? | But you know all about that. The difficulty is that if — 
needs money in an emergency and he has no place to go to get it at a normal 
rate of interest, ever since Tacitus started writing about usury he has had to 
pay the price of the lender. 

Most folks, I don’t know how many folks, have bank credit available for 
their use. I have seen it estimated as low as 7 per cent. I have seen it esti- 


mated never higher than 15 percent, but I know from my own examination 

and study of usury in my own contacts that if you went out on the corner 

of Summer and Washington Streets and stopped 1,000 people at noontime 

today, and I would be willing to bet anybody here anything I have got except - 
my wife and children, that 800 of them will be people who have no banks 

to which to go in time of credit emergency. 
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I am going to illustrate with one story what a credit union does—and 
then I will be through, because this is the tag end of your convention. I 
know you all must be pretty tired. I know that you have events waiting for 
you. But if I tell this one story, then perhaps you will get the picture of 
what a credit union is and why it should command your sympathetic interest. 

I was in a post office in a mid-western city two or three weeks ago. I was 
talking with the treasurer of the credit union, a very splendid man. His 
credit union was one of 230 credit unions which I have organized in co- 
operation with the Postmaster General to which now 40,000 employes of 
the United States Postal Department belong. : j 

A little letter carrier, a short fellow, with a very cherublike face—nice 
looking chap—with a very ragged uniform came In and hovered around while 
I was talking with the treasurer of the credit union. He said he wanted to 
talk with me. I said, “All right, I will be glad to talk with him. 

We went behind a stack of empty mail sacks and there we talked. _Gen- 
tlemen, it is another sorrow of my life as I travel around the United States 
that I have to listen to more hard luck stories, I think, than anybody else 
ever listened to. I know more about sorrow and suffering, I know more 
about sickness, I know more about the fellow whose boy is dead and who 
hasn’t any place to turn to borrow money to bury him. I have had to listen 
to those problems day after day from one end of this country to the other. 


Rate in Excess of Legal Forty-two Per Cent 


Here is the story he told me. He had one boy. Now think of yourself 
in a similar case. The boy was sick at home under constant doctor’s care 
for eight months. Then the boy was taken to the hospital and he stayed 
there for eight weeks, during which time he had three major operations. 
I have had just three major operations and I know what they cost. 

Then the boy died. The father had the funeral to pay for. When the 
treasurer of the credit union got into that man’s condition, he owed $3,200 
to five loan companies at that time. He was paying the legal rate, which is 
42 per cent in that State, to one of them; he was paying higher than the 
legal rate to the other four. He didn’t even belong to the credit union and 


the credit union can’t do any business except with its own members. That 
is where it differs from all banks. ; : 
The treasurer of the credit union got familiar with the condition. At the 


time the fellow told him the story, he was going to bump himself off. What 
happened? The treasurer of the credit union said, “Bill, you have to join 
the credit union, because we can’t help you any unless you belong. 

That meant he had to subscribe to one $5 share and start paying for it at 
the rate of 25 cents a week. That made him a member. Then the treasurer 
of the credit union said, ‘“‘You lay off these loan companies and let me handle 
them for a while.” y 

Then the treasurer of the credit union, who was a great big six-foot fellow 
with a couple of hands like hams, went trundling around to the loan com- 
panies and put the fear of God into them. He said, You have been trading 
on this fellow’s ignorance and his grief and his fear of his job. You can’t 
trade any more with anybody except this credit union, and we can employ 
the very best lawyers money can buy. You have been collecting illegal in- 
; y é We are going to do all sorts of 


terest. We are going to get that back. 
things. * 
“As a matter of fact, the fellows at the post office feel pretty ugly about 


his business.” 

What did he do? He made the fellows agree to settle the $3,200 debt for 
$800, which represented in fair measure just about the amount of real 
honest money the boy got. 

That is the first thing he did. As bankers you would all say that Was & 
pretty hopeless banking proposition to loan this,man $800 whose security 
was the two bits he had in the credit unian. That is the next stage, and I 
want vou to think cf this in connection with your knowledge of the Morris 
Plan Banks and industrial banks and all other kinds of banks Which handle 
the small loan business. Then the treasurer of the credit union called the 
young man in and made out a note. A credit union note is a big thing, about 
that big (indicating). The note was for $800. He said, “Our credit union 
has never made a loan bigger than $50. It is a very exceptional loan for a 
credit union that goes higher than that.” 

Think also, when you think of credit unions, the average’ business runs 
from $10 to $300 or $350. : 

He said, “Yon on any obvious security, but take this note and peddle 
it around and see what you can do, and remember that the men in this post 
office are darned sorry for you.” 

When the note came back, I examined it for my own amusement. It had 
39 endorsements on the back of it and the only reason it didn’t have 40 was 
because the 39th fellow had taken the last bit of white space there was on the 
back of the note. 


Confidence of Associates in Small Borrower 
9 


As a banking transaction that was a good transaction. There were 3s 
men, all with permanent government jobs at fair pay. Their individual 
liability, if they would split it up in case this boy went sour on the note, was 
about $20. It was a good banking transaction, but this man had capitalized 
the one thing he had, which was the friendship and the determination of the 
men in his group that he should suffer no more. The treasurer of that credit 
union had done the one thing that man needed, namely, to give his ease that 
personal attention which had behind it the will to see that this man got 
through his difficulty. The note was pretty well paid up when I was out 
there and this young fellow, with a couple of tears rolling down each side 
of his face, turned to me behind the mail sacks and Said, wa tell you, Mr. 
Bergengren, the credit union in this post office ain’t no bank; it is a religion. 

You heard Mr. Donohue the other day.. In Mr. Donohue’s company, the 
New England Telephone & Telegraph Company, there are 17,000 employes 
in eight credit unions which started with $1.50 12 years ago and now has 
assets of about $2,000,000. 

We are doing that with the Catholic National Welfare Council, we are 
helping to organize tredit unions in Catholic parishes where we believe there 
is a great service to be rendered, because the most succssful credit union 
abroad is the credit union within the Catholic parish. We are in factories, 
mills, stores, public service corporations, on 25 railroads. The other day 
I talked to a chap, the personnel director of the Rock Island Railroad. There 
were 3,800 men on the Rock Island Railroad who had their wages stopped by 
legal process by loan companies in the year 1927. It costs that railroad $16 
per man every time his wages were attached. That meant it cost the rail- 
road company $50,000 just on account of that one difficulty. The 29 credit 
unions on the Rock Island Railroad are going through that company, every 
one of them, like a big scrub woman with a scrubbing brush, cleaning up 
that mess. / ; 

The credit unjon will help the members first to save money by a system o 
saving money; secondly, the credit union will take care of this small loan 
problem in the only safe, scientific method that has yet been discovered for 

Ataking care of that problem. In the third place, the credit unions will 
bring to a' large number of ordinary common folks knowledge of the pre- 
liminary fundamentals of banks, knowledge of what money is, hot you pay 
dividends, what interest is for and some knowledge of that great system 
of banking about which you folks are so much and so naturally concerned. — 

I have talked longer than I was supposed to talk, Mr. Bristow. My wife 
says she is going to get a divorce from me sometimes, because I have the 
very bad habit of opening my mouth and starting it going and going off and 
leaving it and forgetting to come back and close it. ‘ 

I realize there are a lot of technical questions that you might be much 
more interested in, but if any of you folks want to know all about credit 
unions, copies of faws or anything of that sort, I will be very glad to give 
it to you after the session is over.- The Credit Union National Extension 
Bureau which I represent is financed by Mr. Filene as a completely dis- 
interested public service. Instead of spending Mr. Filene’s money on 


hospitals, colleges, libraries and so on, I spend it on extension of credit 





unions, because Mr.*Filene believes that is the greatest public service 
which he can render with money which he has honestly accumulated. 

I want to thank you and Mr. Hovey and everybody for letting me speak 
in this fashion. I was very much surprised that the opportunity was 
going to be given me. I felt a good deal like the littke boy who was asked 
by the teacher how much four and four were, and the little boy said it 
was eight. The teacher said, “Excellent, Chester, excellent.” 

The little boy said, “Hell, that is perfect.’”’ (Laughter.) 

I feel it certainly has been perfect for you folks to let me come and say 
just a few words about the credit union which you are going to find loom- 
ing large and much larger as time proceeds in your various States. 

Thank you very, very much. (Applause.) 

PRESIDENT BRISTOW: ‘We will resume the program, gentlemen. 
any committee reports? Mr. Shaw! 


Are there 


‘Report Submitted by Resolutions Committee 


Mr. JAMES SHAW (Texas): Report of the resolutions committee. 

“Whereas, the twenty-ninth annual meeting ofthe National Association 
of Supervisors of State Banks is nearing its close; and, 

“Whereas, the sessions have been most pleasant and profitable to its 
members; therefore, be it 

“Resolved, That the members and guests here assembled express their 
keen appreciation for the untiring efforts, courtesies and thoughtfulness 
shown them by the Honorable Roy A. Hovey, Honorable Arthur Guy, and 
their able deputies, for our comfort and entertainment during our attend- 
ance at the convention; and, be it further 

“Resolved, That an expression of appreciation be extended to the Boston 
banks, the Federal Reserve Bank of Boston and the Savings Banks and 
Credit Union League for their generous contributions for our welfare, 
comfort and entertainment; and, be it further 

“Resolved, That a vote of thanks be extended to the various publishers 
of the newspapers of Boston, The United States Daily, the Journal of the 
American Bankers Association, and the American Banker, for their 
having given publicity to the proceedings cf this convention; and, be it 
further 

“Resolved, That the members of this association extend to Mr. W. H. 
White, assistant Federal reserve agent of the Federal Reserve Bank of 
Chicago, their sincere thanks and appreciation for his thoughtfulness in 
arranging special accommodations for members from Chicago to Boston; 
and, be it further a 

“Resolved, That we extend to our president, Mr. M. E. Bristow, and our 
beloved secretary, Mr. R. N. Sims, our deep appreciation for their untiring 
efforts in the past year for the well-being of this association; and, be it 
further 

“Resolved, That we view with alarm some of the bills that have been 
introduced in Congress and some of the recommendations that have been 
made to the McFadden Committee bearins upon banking legislation. We 
are unalterably opposed to any legislation, either by Congress or States, 
which may be discriminatory to the two recognized banking systems of 
this country; they both have their respective functions to perform and 
their rights should be safely guarded. 

“The members of this association and the institutions under their 
supervision are deeply indebted to Honerable P. G. Cameron and his 
legislative committee for their untiring efforts and labors in behalf of 
sound legislation pertaining to banking. 

“We commend Mr. Bristow of Virginia. the president of this associa- 
tion, and Mr. Cameron of Pennsylvania, the chairman of the legislative 
committee, for the suggestions and recommendations made in their re- 
spective addresses before the association, believing them to be entirely 
sound and worthy of favorable consideration by legislative bodies. 

“Much has been said of the unit banker. Te must be given credit, how- 
ever, for being the principal factor in the dgvelopment of our progressive 
United States, and any changes which may be contemplated by legislative 
authorities should only be effected after long and careful consid ration 
and with due regard for the rights of existing institutions which have 
previously been chartered by national and Siate authorities. 

“Be it further resolved, That this association recommends uniform 
banking legislation in the various States in so far as such can be effected, 
taking into consideration local conditions in various States. 

“Respectfully submitted, James Shaw, chairman; R. E. Reichert, John 
A. Reed.” 

PRESIDENT Bristow: You have heard the report of the resolutions com- 
mittee, gentlemen. What is your pleasure? 

Mr. THOMAS D. Bark (Indiana): Mr. Chairman, I move the adoption of 
the report. 

The motion was seconded, put to a vote and carried. 

PRESIDENT Bristow: Is there anything else? 


Need of Authority to Compe! Consolidations 


Mr. E. E. NICHOLSON (Illinois). I would like to ask for information. 
There has been considerable reference made to consolidations in order to 
reduce the overbanked conditions in several of the States. I would like to 
ask some one of the commissioners his idea of consolidation, mergers and 
sale, how the law provides in that respect. We have considerable diffi- 
culty in some respects with regard to consolidation ag to the legal process. 
I would like some information before we adjourn, if possible. 

PRESIDENT BRISTOW: Is there any member present prepared to discuss the 
question? 

Mr. A. A. SCHRAMM (Oregon): Mr. Bristow, in that connection I would 
like to ask Mr. Nicholson whether he knows of any State or whether any 
superyisor here is representing a State where the State has the authority 
to arbitrarily step in and force a consolidation, the same as the Interstate 
Commerce Commission would have in regard to certain provisions. Per- 
haps I haven’t made that clear. Is there any State that has the authority, 
the State banking department has the authority to force a certain bank 
to give up its charter and transfer fs deposits? That is nothing unusual 
in connection with railroads, fixing rates, and so forth. Some theories 
are advocating that. 

Mr. JAMES SHAW (Texas): Gentlemen, it occurs to me that there is no 
provision of our law in any State of the Nation whereby you can force a 
charter without some law. As long as a railroad operates according to 
its charter, I shouldn’t consider they could take its charter away from it 
and force it to consolidate. It is the same with the bank as long ag it 
performs its duties. The department, as I see it, has no right to force 
an institution out of business and take its charter away from it. 

Mr. NICHOLSON: There are two points I want to get at. When you speak 
of consolidation, what do you mean? If you are going to get your banks 
lessened in ‘the State, how are you going to get them consolidated? J 
think your law in Oregon is the only one that gives the boards of direc- 
tors, as I remember it, the power to take over the assets of an institution 
without some authority of the stockhglders. We patterned our law after 
yours. The law to be voted on this November is patterned after yours 
in many respects, because we found emergencies where we’would like to 
have the board of directors act quickly. 

Really, under the interpretation of your law, when it comes to consoli- 
dation, and this is what I am leading up to, what do you call a true con- 
solidation? . What is your interpretation of consolidation and can a State 
and national bank consolidate? 


Merger Provisions of New York Statutes 


Mr. GEORGE W. EGpert (New York): Speaking for New York, we have a 
merger provision; a State and national bank can merge under our law, 
but there is no reciprocal provision in the national act. While we have 
had national banks consolidate or merge with our State institutions, some 
of the attorneys who handle the matter object very severely to going 
through that process. Then the process is for a national bank to change 
under our law to a State institution and stay in business for about 30 
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days and then merge the two State institutions. Our law is very plain 
on mergers of any of our institutions. 

I might say we cannot force a merger. The big strong arm, the super- 
intendent of banks, where an emergency exists sometimes forces the sale, 


but the sale of an institution from a legal standpoint isn’t naturally, as ° 


good as a merger. \ 

I will be glad to supply any of the gentlemen with a copy of our merger 
provision if they would,like to have it. 

MR. NICHOLSON: May I ask you the difference between the term consolida- 
tion and the term merger? Is there any difference? 

Mr. EGBERT: There is no such thing as consolidation under our law. It is 
a merger or purchase, and the merger has to be acted on first by the board 
of directors and then by two-thirds of the stockholders and approved by 
the superintendent of banks. " 

Mr. CLARENCE G. BLIss (Nebraska): We have a question that it might 
be well to bring to your attention. The McFadden Act provides that 
national banks may establish a trust business in their banks. Since that 
law became effective, we have had a number of national banks in our 
State take on trust departments or establish trust departments. These 
trust departments all make a deposit with the State. The maiter of 
examining that particular branch of the national banks has come to our 
attention and we haven’t acted on that yet. I should like to ask what the 
other supervisors are doing with reference to examining trust business 
handled by national banks under that act. 

Mr. EGBERT: Originally our law provided for the examination of trust 
departments. We require, as you do, the deposit of the securities with 
the superintendent of banks in the same amount that a trust company or 
a bank having fiduciary powers under our superviSion deposits. The law 
was amended subsequently in which the examination of the trust depart- 
ments was devolved upon the Comptroller of the Currency. 

Mr. NICHOLSON: In Illinois we examine all national banks, all trust com- 
panies organized under the Secretary of State, and they all have to de- 
posit securities to that account. 

PRESIDENT Bristow: Is there afly further discussion? Are there- any 
other committees to report? 

Mr. P. G. CAMERON (Pennsylvania): Mr. President, it has been the cus- 
tom of the Association for a couple of years to make a gift to Mr. Sims’ 
secretary to compensate her in a measure, for the large amount of work 
she does for the Association without any prescribed pay. I would like to 
suggest that we continue th@® custom this year and appropriate out of 
the funds of the treasury 2 sum suitable to provide a gift for this young 
lady. We -have been paying how much? What has been the amount, 
Mr. Sims? 

SECRETARY SIMS: From $75 to $100. 

PRESIDENT BRISTOW: Do you put that in the form of a motion, Mr. 
Cameron? 

Mr. CAMERON: I move that we pay this young lady $100 as a token of our 
appreciation. 

SECRETARY SIMS: You mean to give her a present. 

The motion was seconded by Mr. Barr. . 

PRESIDENT BRISTOW: It is moved and seconded that we appropriate the 
sum of $100 as a present for this young lady, according to Mr. Cameron’s 
motion. Is there any discussion? 

The motion was put to.a vote and carried. 


Invitation to Boston From American Legion 


SECRETARY SIMS: I have a letter that I have been asked to bring to the 
attention of the convention. I ought to have done it yesterday, but it got 
mixed up in my file. 

“National Association of Supervisors of State Banks, R. N. Sims, Secre- 
tary. 

“Dear Sir: Undoubtedly many members of your organization are vet- 
erans of the World War. Through you, therefore, the Department of 
Massachusetts of the American Legion wishes to extend to them, our 
comrades, and to the other members of your organization our felicitations 
and best wishes for the success of your convention socially and othezwise. 

“At this time, on behalf of our comrades who are part of your organiza- 
tion, we wish to extend to all your members an invitation to attend the 
annual national convention of the American Legion to be held in Boston, 
Oct. 6 to 9, of this year. 

“Your former service men have already received an invitation through 
at least one of the many messages that the convention committee has sent 
throughout the country. But the committee wishes to extend the invita- 
tion further and include all, for we have-arranged a convention program 
that we believe will be entertaining and profitable to all. Some of the 
features are a gigantic aerial demonstration, outboard motor racing, a 
football game, golf tournament, illuminated water carnival, naval dis- 
play, night air raid, harbor sail and New England clam bake, historic 
pageant and ball, sight-seeing tours of historic Boston and suburbs, with 
1,000 trained guides and the biggest and best parade the Legion has ever 
staged. There are other features, too, but we hold forth real New Eng- 
land hospitality as our principal attraction. 

“Hoping your members will be able to avail themselves of the opportu- 
nity of enjoying our program in Boston next October and wishing you 
every success in your convention, I have the honor to remain, 

“Cordially yours, Carrol] J. Swann, President, 1930 National Convention 
Corporation. 

“P_S. Will you kindly bring this 1930 National Convention Corporation 
letter to the attention of your members during thé convention?” 

Mr. THoMAS D. Barr (Indiana): I move the proper person be notified 
of our thanks for the invitation. 

The motion was seconded and carried. 


Report of Committee on Monetary Stabilization 


PRESIDENT BRISTOW: Are there anyother discussions or reports? 

Me. L. E. SHIPPEE (Connecticut) : M¥. President, I do not wish to take up 
much time at this late hour, but your committee on monetary stabilization 
has prepared a report, and if you will permit me, I will file the report for 
the record but only read certain excerpts from it, which may be of special 
interest. 

During the past year there has developed a keener interest in, and 
better understanding of, the problem of monetary stabilization. We wish 
to quote at length from a very comprehensive statement recently issued 
by the Stable Money Association with headquarters at 104 Fifth Avenue, 
New York City. 

“Leaders of publie opinion throughout the world, sincere well-wishers 
of society, should not hesitate to turn their minds courageously to the 
whole question of the world’s monetary institutions, policy, and adminis- 
tration in their relation to business and employment stability. 

*“*Man created money and can learn to control it so that it will be his 
servant and not his master.’ 

“In view of present divergence of opinion as to the relation of gold 
supplies, money—and credit—volume, international monetary cooperation, 
business stabilization, speculation, and other possible factors to stability 
in the general level of prices, it is evident that there is need of further 
research into the causes and effects of fluctuations in the purchasing 
power of money. 

“Certain basic principles, however, are now generally accepted by the 
experts in this field, and the great need of the moment, perhaps, is that 
these basic principles be more widely appreciated by the business leaders 
of the world and by the general public. 

“The Basic Principles: These basic principles may be outlined as 
follows: 

“First: Both rising and falling price levels bring their serious conse- 
quences to business and society. ; 

“Second: A rise in the general level of prices is synonomous with a fall 
in the purchasing power of money, because money will then buy less, and 


/ 


a fall in the general fevel of prices is synonomous with a rise in the pure 
chasing power of money, because money will then buy more. 

“Third: Money is subject to the same law of demand and supply which 
governs all things. That is, an increase in the supply, relative to the de- 
mand, tends to a decrease in the value (or purchasing power) of money, and 
a decrease in the supply, relative to the demand, tends to an increase in the 
value (or purchasing power) of money. ~ . 

“Fourth: Therefore, the problem becomes one of so regulating the supply 


-of ‘money’ (including in that term substitutes for money, such as credit, 


bank checks, etc.) that the supply will always be in balance with the needs 
of business. (Mr. Carl Snyder, General Statistician of the Federal Reserve 
Bank of New York, estimates that this means on the average an increase 
in the volume of money and credit of about 4 per cent per annum.) 


Lack of Universal System Menace to Gold Standard 


“The Gold Standard in Peril: It is not inconceivable, if this principle of 
money is not adopted by the world, that conditions might arise*in the 
future which would imperil the gold standard itself, and develop a chaotic 
situation in the world’s financial and economic organization. Friends of the 
gold standard and of economic and social stability should, therefore, find 
themselves a unit in their support of the objectives of monetary stability. 

“This is a world problem. Every leader of public opinion-in the world, 
therefore, should feel it incumbent upon him to make it his own problem. 

“Responsibility for progress in the stabilization of money and credit must 
rest to a very large extent upon the shoulders of us in America, because we 
have a disproportionate share of the world’s gold; and as the world’s 
creditors, we are able to draw gold from the rest of the world at our dis- 
cretion; we have a closely integrated, highly organized, and widely used 
banking and credit system; and our statistical material is abundant; yet no 
one country can or should attempt to control the situation alone and every 
country should assist. ; 

“Nor can any of us escape responsibility as individuals and as citizens by 
saying that the duty to provide stability rests upon the governors or di- 
rectors of central banks, the Federal Reserve Board, the Federal Reserve 
System, Treasury or finance officials, bankers, Congress, parliament or other 
legislative body, or any other group. They will respond when public opinion 
becomes familiar with the subject and demands stability. It is incumbent 
upon all leaders of thought, therefore, to understand this subject, to make 
their understanding evident, and to give voice to their demand that a saner 
philosophy of money shall govern in ‘the future. ‘ 

“Business Depression Worldwide: At the present time, unemployment in 
this country and abroad is at high figures. Power consumption, carloadings, 
retail sales, building operations, and other business activities, as revealed 
by the most reliable indices, are unsatisfactory, to say the least. 

“How much has this depression cost the world in unearned profits, lost 
sales, unemployment, and decreased wages, to say nothing of the loss in 
moral values, the growth of radical ideas, and similar effects? 

“Among some of the alleged causes of this condition, we see mentioned: 
The*recent stock market collapse; the fear of a gold shortage; credit short 
age; tariff tinkering and delay; technological improvements in industry; 
mass. production; and mergers; and, among proposed remedies, we find: 
The preaching of optimism; the expansion of public works; the provision 
of public employment agencies; the lowering of interest and discount rates 
to encourage borrowing; and open market purchases by central banks. 


Business Depression and Falling Price Levels 


“The General Rule: In general, we find that periods of falling price levels 
(increasing value of money) are periods of business depression, unemploy- 
ment, and social and political unrest; while periods of rising price levels 
(falling value of money) are periods of boom, overexpansion, inefficiency, 
greed, and maladjustment. . 

“The preceding rule is not, however, an absolute one. There have been 
periods of falling prices characterized by business activity, and, in the 
reserve direction, there have been periods of rising prices, without excessive 
inflation. Nevertheless, in so far_as periods of rapidly rising or rapidly 
falling prices have been directly due to credit expansion or contraction, the 
evidence is very clear that the result in the one case has been speculative 
inflation, followed by a crisis, and in the other case a forced decline in 
business activity. 

“The majority of students of monetary science do not believe that it will 
be possible or desirable to introduce so rigid a control of money and credit 
as to eliminate all variations (particularly short term variations) in the 
general price lével. But they are agreed that variations in the supply of 
money and credit have caused many major swings in such price levels in-the 
past, and, if proper control is not exercised, may cause other major swings 
in the future. And they are equally agreed as to the economic and social 
evils that proceed from wide variations in the purchasing power of money. 

“Monetary Progress Needed: Society has progressed by overcoming nat- 
ural obstacles and by applying intelligent and scientific effort to the im- 
provement of our social institutions, machinery, and technique to the end 
that nature may serve the needs of man. The institutions, machinery, and 
technique of money should be the object of similar concern, to the end that 
it may serve us better in the future than it has in the past. 

“As an organization to promote research and education, it is the business 
of the Stable Money Association to get people to think about this subject 
and to discuss it in all of its ramifications; but it does not favor or oppose 
any one plan of stabilization as against any other. 


“The work is supported by contributions from public-spirited and socially- 
minded individuals who are sincere in their desire to see*the fog surrounding 
the whole subject of money dissipated and to see intelligent policies adopted. 
New York, May 15, 1930.’” a 


World-wide Interest in Monetary Stabilization 


As an indication in the worldwide interest in the study of monetary stab- 
ilization, we call attention to several significant and outstanding events of 
the last 12 months. These events have been digested and tabulated in a 
very concise manner by E. H. Zimmerman, chairman of the Committee on 
Stabilization in Missouri, and presented to the Missouri Bankers Associa- 
tion at its recent convention. We take the liberty of quoting from this 
report. 

“First: The special committee of experts appointed by the League of 
Nations to consider ‘to what extent and in what way the League of Nations 
could most usefully assist in the study and solution of the problem of undue 
fluctuations in the purchasing power of gold,’ has met and organized; and 
the individual members are now at work upon the various angles of the 
problem. 

“This committee was appointed as the result of the passage of a resolu- 
tion by the Economic Consultative Committee of the League of Nations, 
which declared that 

‘In view of the detrimental effects upon industry, agriculture and the 
conditions of employment that would result from such fluctuations, the 
committee appreciates the great interest which the central banks take in 
this problem, and recommends it to the attention of the Financial and 
Economic Organization of the League.’ 

“Second: The British government, through the Rt. Hon. Philip Snowden, 
Chancellor of the Exchequer, appointed a committee, upon which every im- 
portant interest in Great Britain has some degree of representation, to 
investigate banking, finance, and credit policy in Great Britain. This com- 
mittee is now at work studying the subject and holding hearings. 

“Mr. Snowden’s reasons for taking this action were well explained in an 
address reported in the Manchester Guardian, as follows; 

“‘One thing quite firmly established was that both inflation and de- 
flation were bad for the stability of trade, and the great thing to be aimed 
at was to get things as stable as possible. 

“ ‘It did not matter in the long run whether prices were high or low pro- 















vided they were stable. If prices were stable it did not matter very much 
at what figure they were stable; wages and other conditions would adapt 
themselves to that fixed condition of things. * * * 

“‘He was altogether in favor of the gold standard. He had not seen 
any alternative method which seemed to give the same promise of stability 
as gold, but he thought gold was far too much worshipped as a fetish, 
and the banks were too much possessed of the idea that it was necessary 
for the maintenance of the currency and the maintenance of credit to 
keep a very heavy gold reserve * ***,’ 


Report on Chinese Banking and Credit System 


“Third: According to newspaper reports, the commission headed by 
Dr. E. W. Kemmerer to recommend improvements in the Chinese banking 
and credit system has completed its report, which, if adopted, will estab- 
lish, in China, the gold exchange standard under which currency may be 
redeemed in drafts on gold standard countries. The commission definitely 
rejected plans for’a unification of the Chinese currency on a silver basis, 
with subsequent shift to a gold basis, on the ground that that method 
might later necessitate a painful process of contraction and deflation 
harmful to industry, trade and internal conditions. Dr. Kemmerer is a 
man who is particularly qualified for the task, through his experience 
during the past 25 years in assisting other countries in their financial 
reorganization. 

“Fourth: A keen interest has developed in the possibility of a world 
gold shortage and all that that might mean to the world in the way of 
difficulties in the adjustment of the world’s monetary and credit systems, 
unless central banks adopt a somewhat different attitude with respect to 
their gold reserves. Some of those who have called attention to this con- 
dition are: George E. Roberts, vice president of the National City Bank 
of New York; Dr. Lionel D. Edie of the University of Chicago; the late 
Dr. Allyn A. Young of Harvard University; Sir Charles Addis, eminent 
British banker, and a director of the Bank of England; and Mr. Joseph 
Kitchin of London, the well-known writer upon gold supplies. 


“Fifth : World wide interest has developed in the study by the Inter- 
national Labour Office, entitled ‘Unemployment and Monetary Fluctua- 
tions,’ the report of which appeared in June, 1929. The following quota- 
tions from the first and last paragraphs of this report are of particular 
interest: 

“*The International Labour Office has already, and on many occasions, 
drawn attention to the unstable conditions of employment which, in most 
countries, follow from the alternative rise and fall of the general price 
level. Periods of falling prices, it has been pointed out, are character- 
ized in the great majority of cases by increased unemployment. That this 
is no mere coincidence is proved at once by the great number of cases in 
which the correspondence has been observed, and by an analysis of its 
causes. 

»“<* * * fluctuations in the purchasing power of gold are indisputably 
a cause of unemployment.’ 

“Sixth: The relationship of fluctuations in the purchasing power of 
money, that is, of fluctuations in the general level of prices, to the problem 
of determining railroad and public utility valuations and rates, was 
brought to the fore by the decision in the O’Fallon case handed down by 
the United States Supreme Court on May 20, 1929, in which the Supreme 
Court laid it down as the law of the land that the present value of these 
properties must be included as a factor in determining their ‘fair value.’ 

“Of course, this means taking into consideration the fact that the pur- 
chasing power of the dollar is much smaller now than it was when the 
majority of these railroads and utilities were constructed. 


Price Stabilization for Elimination of Waste 


“Speaking on this subject before the Academy of Political Science in 
New York on Apr. 11, 1930, Col. William J. Donovan, Counsel for the New 
York State Commission of Revision of Public Service Commissions Law, 
said: 

“ ‘There are eminent economists who tell us that the real source of the 
difficulty is in unstable prices. They assert that whatever method is 
adopted we will still have a continuance of confusion and waste until we 
have diligently and earnestly addressed ourselves to the problem of stabil- 
izing the general level of prices.’ 


“Seventh: The establishment of the Bank for International Settlements 
is hailed as a development which can be made most helpful in contribut- 
ing toward world unity and progress, particularly in the field of monetary 
stabilization. The bank will provide a common meeting place for the 
managers of the world’s largest central banks, where they will naturally 
discuss their policies as to gold reserves, and their conferences on this 


subject will, undoubtedly, come to have great influence in formulating 
world monetary policies. 


“Concerning this institution, Mr. Owen D. Young, in a recent address 
at the University of California, said: 

“*The proper handling of price stability is one of the most important 
matters facing the capitalistic system today. In-it will be found the roots 
of those maladjustments which result in the unequal and unfair distri- 
bution of wealth, in unemployment and other serious problems. 

“‘The International Bank may turn out to be an essential and useful 
piece of machinery for an economic world which of necessity is becoming 
more and more closely integrated * * *.’ 

“On a previous oceasion, Mr. Young said: 

“««* * * the stability of money goes to the very basis of life, and, when 
any sudden change affects the purchasing power of money, it touches 
every kind of moral question and every kind of obligation.’ 

“Sir Charles Addis, one of the directors and a vice president of the 
bank, as well as a director of the Bank of England, in an address before 
the British Badkers Institute, in April, 1930, identified the current condi- 
tio® of falling price levels with the rising value of gold and stated that 
industry is being crippled as the result of this condition. He thought 
that the new bank would be able to help materially in remedying such 
situations in the future.” (Applause.) 

PRESIDENT BRISTOW: You have heard the committee’s report, gentlemen, 
What is your pleasure? Is there a motion to receive the committee’s 
report? 

It was regularly moved, seconded and carried, that the report of the 
committee be adopted. 

PRESIDENT BRISTOW: I desire to continue that committee and I will ask 
Mr. Shippee to continue as chairman, and Mr. Dole, who are already 
members. The other member was Mr. Griggsby of Tennessee, who has 
dropped out. I desire to add Mr. Mobley to that committee. 


Unformity in State Banking Legislation 


Mr. A. A. SCHRAMM (Oregon): Mr. Chairman, our resolutions committee 
brought in aresolution on uniform banking regulation and I would like to 
place before this meeting a motion to the effect that the incoming presi- 
dent, if he deems it advisable, appoint a special committee on uniform 
State banking legislation, the committee to consist of five. 

The motion was seconded, put to a vote and carried. 

PRESIDENT Bristow: Are there any other committees to report? 
any other discussion. 

Mr. A. J. VEIGEL: The report of the committee on nominations.- 

Your committee on nominations has followed the usual practice of pro- 
moting the vice president. We, therefore, recommend that L. A. Andrew 
be elected president; W. C. Wood, of California, first vice president; Roy 
A. Hovey, second vice president; J. S. Love, of Mississippi, as third vice 
president. 

You heard Mr. Cameroniy esterday say that a word from the Secretary 
in apa’ to taking part on the program was in the nature of a command, 
and I think the members have recognized that and follow ed it. There 
must be reciprocity in all things and if this convention issues a command 
to Mr. Sims to continue as secretary for the good of the organization, I 


Is there 
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. appreciate this honor that you have bestowed upon me. 





23 





as sure that he can’t refuse. We recommend that the convention issue 
such a command. (Applause.) 

PRESIDENT BRISTOW: Gentlemen, you have heard the report of the com- 
mittee on nominations. What is your pleasure in regard to it? 

Mr. JAMES SHAW (Texas): I move the report be adopted and the 
names suggested be elected by acclamation. 

The motion was seconded, put to a vote and carried. 

PRESIDENT BRISTOW: I will ask the gentleman from New Hampshire and 


the gentleman from Maine to escort the new president to the platform. 


various 


Messrs. Dole and Annis escorted Mr. Andrew to the platform. (Ap- 
plause.) 
PRESIDENT BRISTOW: I consider this an outstanding honor, Mr. Andrew, 


and as such I have enjoyed it. 


It gives me great pleasure at this time to 
turn over to you the gavel. 


(Applause.) 


New President Accepts Responsibilities 


Mr. Andrew took the chair. 

PRESIDENT ANDREW: I thank you, gentlemen. 

In my brief career I have been more or less honored by several more or 
less important positjons. I feel this morning I have been given one of the 
most important positions I have ever received. 

For these reasons I believe that this Association, the National Associa- 
tion of Supervisors of State Banks, is one of the most important associa- 
tions in the whole country. We reach more people directly and indirectly 
than any other association I know of. We are responsible for the well- 
being of more people perhaps than any other association, the well-being 
of depositors in State banks of America. It is a very important Associa- 
tion with an important work for good men. 

We recognize, it seems to me, the importance of two systems of banking 
in this country, and it will be the pleasure and the duty of the incoming 
officers to continue to work and to improve, if possible, this work of your 
Association. We believe in upholding the State systems of banks. We 
believe it is necessary in the economic development of this country that-we 
have both national and State banks. The work of the banking departments 
in our various States is very important. . 

We who are in the work, and have been for several years, know what a 
thankless job it is. There is probably no more important work in our re- 
spective States, a work which is underpaid, which requires the greatest 
amount of effort and sacrificing labor to be a success. We are belabored 
and have to work under the disadvantage of political influences. 


We have to make decisions affecting thousands of dollars, millions of 
dollars. Werare subjected every day almost to influences which are not 
proper, and we have to go on day after day, month after month, fighting 
a fight for the better business of our respective commonwealths. 

We recognize in this work a most important duty and I know from my 
association during the past five or six years with the men who are as- 
sembled in this room and those who are here at different conventions that 
this is a sacrificing labor of love in a large measure. 

We have enjoyed very much our visit here in New England and to the 
City of Boston. As I have gone up and down the rocky shores and viewed 
these shrines of patriotism, there has been one thing that has come oytstand- 
ipgly to my mind aside from the beauty and the remembrance of this his- 
toric interest, and it has come to my mind most frequently. That is the 
fighting optimism that these pioneers must have had. 


Capability of Bankers to Solve Own Problems 


Sometimes I feel in our work back home that if we had some of this 
fighting optimism that the pioneers of this country, of these rocky coasts 
had during the development period, we could overcome, our people could 
overcome all their problems that arise from day to day. They had the spur 
of necessity and you and I know that there is nothing better to accomplish 
things than the spur of necessity. 

We have been a part, as I understand it, of the 300th anniversary of the 
founding of this colony. It is practically the 300th anniversary of the found- 
ing of what we now call the United States. It has been a long period of 
time, but as time goes, it has been but a day, and we feel as we study this 
development of this great country that we haven't even reached the meridian 
of this day, because we look forward as optimists, as fighting optimists to 
a better time during a noon day and during the fulfillment of the day than 
we have had. 

During these three days, which in the period of time mean but a second, 
we’ have viewed many of the historical places around Boston and we have 
received inspiration from one of the greatest conventions that this Associa- 
tion has.ever had. While at the Ocean House last night, I was talking with 
one of the residents there and he said, “One of the most beautiful things 
we have here at this place is the sunrise, a great ball of fire coming out of 
the sea, casting its rays of golden beams back and forth over the horizon.” 

I thought as blistened to him that these golden rays of the rising sun were 
reflected in the hearts by the true gold that dwells there, not only in the 
pioneers that settled here, but in the men and women who are trying to do 
things back home. It is this true gold in the hearts of American men and 
women, the men who are doing things by our side, the women who are up- 
holding us in what we are trying to do, that will make this great country 
come back and be prosperous and happy. as it was in the days of old and 
that we have not lost entirely. 

In this new year that we are now entering on, I want to ask the coopera- 
tion of every member of the Association. We are going to try to continue 
the work and improve it, if possible, and we are going to have the help of our 
great secretary who has been responsible for a great deal of this work from 
year to year. We want to make the new year a real outstanding vear, if we 
can. If we think it is necessary, we want to have some new committees, 
perhaps, have every man interested as much as possible. I want to close 
these few remarks by asking your full cooperation for the new year. I 
thank you. (Applause.) 

Mr. Hovey has an announcement or two. 

Mr. Hovey made several announcements. 

SECRETARY SIMs: Mr. Hovey, the President called you up here in order 
that the members might see the new vice president. ‘ 

PRESIDENT ANDREW: I thought we should introduce at this time Mr. 
Hovey, the new second vice president and Mr. Love, the new third vice 
president. Will they come forward, please? (Applause.) 

Mr. Hovey: I have had the stage enough, Mr. Andrew. 


I will turn my 
time over to Mr. Love. 


Fraternal Spirit of Convention Is Commended 


PRESIDENT ANDREW: Mr. Love, we would like to hear from you. 

Mr. Love: Mr. President, Ladies and Gentlemen: I assure you I deeply 
I have been attend- 
ing those conventions now for five or six years. I think each one is a better 
convention than the one previous. I have grown to appreciate and admire 
and respect each and every one of the commissioners, as well as the Federal 
reserve men who attend these conventions with us. . They are always a 
great inspiration to me. I go back home with renewed energy and determi- 
nation and vigor to try to improve in my work and be a better commis- 
sioner. The fraternalism is close. It is helpful, and I hope that we can so 
live as to develop that fraternalism and closeness characteristic of this 
convention. 

Just a little personal reference. Recently down in Mississippi there was 
an investigation of the banking department. I needed certain information 
I did not hesitate to call on the various banking commissioners of the several 
States that had information that would be helpful to me in presenting my 
case to that investigating committee. They cheerfully and readily and 
sympathetically responded. I think it was by means of that information 


that I secured from them that I was able at least in part to intelligently 
and I take this opportunity 


present my case to the investigating committee. 
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now of thanking you men who are present for your cooperation and your 
assistance. I give credit to the Association for that. 

I merely mention that to show that it is one of the many things, one of the 
many benefits we get from assembling ourselves together. Had I not known 
these men, had I not been personally acquainted with them. I would no doubt 
have gotten some information, but not the sympathetic and full response I 
did get. It is to those men or to the Association that I give credit for that 
help and assistance. 

I want to thank you again for this honor you have bestowed upon me, and 
I shall do my best to uphold the able president you have just elected, Mr. 
Andrew, and to do everything I can to foster this convention and make it a 
continued success. 

I thank you very much. (Applause.) 

PRESIDENT ANDREW: You have elected a few officers here this morning, 
but you have commanded one. 1 want to hear his report. Secretary Sims! 
(Applause.) 5 

SECRETARY SIMs: Ladies and Fellow Members of the Association: You 
know I am very proud of this Association, proud of its long life of honor, 
proud of its accomplishments, proud of the vigor that it has shown in stand- 
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ing for the things that aie right, and proud of the power that it has become 
for good in this country. I accept the order (I believe that it what it was, 
Brother Veigel) of this convention, and will be glad and proud to serve yor .- 
through another year. 

I hope that you will all have in mind the warnings that have been voiced 
during the convention and that when it becomes necessary, as it may, for 
the secretary to call upon you in orde. that we may move in solid phalanx 
against any possible aggression, you will be just as enthusiastic in the im 
terest of the Association as you are today and make response promptly, as 
responses always have been in the past. 

I think you all very much. I wish God’s blessings upon you all through 
the vear, until we meet again in the great old city that nestles on the shores 
of the Mexican Gulf where we hope, as I said this morning, to bring you 
happiness and contentment and pleasure during your stay. ( Applause.) 

PRESIDENT ANDREW: It is now time to close this convention. Has any 
member anything further to bring to our attention? If not, we will adjourn 
to meet in New Orleans in ~September, 1931, as I understand it, or as the 
officers decide a little later. Until that time, good luck. Goodbye! 

The meeting adjourned at 12:35 o’clock. 
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Convention Entertainment , 


N TUESDAY NOON those in attendance at the convention of the Nas 
tional Association of Supervisors of State Banks were guests of the 


Credit Unions at a luncheon in Copley Plaza Hotel. 


Speakers were: 


Roy A. Hovey, Commissioner of Banks, Massachusetts. 
Charles F. Donahoe, Telephone Workers Credit Union. 
Charles J. Fox, Budget Commissioner for the City of Boston, representing 


Mayor Curley. 


John Jackson Walsh, Chairman, Massachusetts Bay Tercentenary Council. 


On Tuesday afternoon, the Federal Reserve Bank of Boston was host on a 3 


sightseeing trip, followed by dinner at the Wayside Inn. 


Frederic H. Curtiss, 


Chairman of the Board of Directors of the Federal Reserve Bank of Boston, 


presided. 


Wednesday afternoon, Boston banks were hosts on a sightseeing trip fol- 
lowed by dinner at the New Ocean House, Swampscott, at which an address 
was delivered by Channing H. Cox, ex-Governor of Massachusetts, and Vice 
President of the First National Bank of Boston. 


Thursday noon, a luncheon was tendered by the Savings Bank Association 


of Massachusetts. 


Francis S. Whittemore, President of the Association and 
President of the Gardner Savings Bank, Gardner, Mass., presided. 
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Constitution 


of the 
NATIONAL ASSOCIATION 
of 
SUPERVISORS OF STATE BANKS 


Preamble 


In order to increase the usefulness and efficiency of the State Banking De- 
partments, and to promote the general welfare of the institutions under their 
supervision by securing a greater uniformity of methods among the depart- 
ments and in the laws of the various States. and for the practical benefits to be 
derived from personal acquaintance and the discussion of subjects of impor- 
tance to the bankine and commercial interests ‘of this country. and especially 
in order to secure the prover consideration of questions regarding the super- 
vision_and examination of banks and banking laws of various States. and for 
the mutual assistance and henefit of each other. we. the State officials having 
supervision of all kinds of State banking institutions, have associated ourselves 
together under the following Constitution: 


Constitution 


ARTICLE I. 
This Association shall be known as the National Association of Supervisors 
of State Banks. 


ARTICLE II. 

Each State shall be entitled to membership to be represented by the resnec- 
tive Banking Departments or other duly constituted authority having official 
supervisitan of State hanking institutions. or in States where no such official 
authority exists, by delegates duly appointed by the Governors of such States 
respectively. 


ARTICLE III. 

Anvone who has represented a State or participated in any way at any meet- 
ing of the Association may. by a unfnimous vote of the representatives present, 
be 7 an honorary member of the Association, with the right to participate 
in debate. 


ARTICLE IV. 
Under the term, “Banking Institutions.” are included banks of discount and 
deposit, savings banks, and trust companies. 


ARTICLE V. 

The officers of the Association shall be a President, three Vice Presidents, a 
Secretary, a Treasurer, and a Chairman of the Executive Committee. to be 
elected by ballot at the annual meeting of the Association: two additional 
members of the Executive Committee to be appointed annually by the President 
of the Association. 


ARTIVLE VI. 

The fiscal year of this Association shall be July 1 to June 30 next following. 
The membershimUues shall be $40 annually and shall be payable on or before 
60 davs next following the annual convention of this Association, to the Secre- 
tary-Treasurem 


ARTICLE VII. 
Each State holding membership shall be entitled to one vote on all questions. 


ARTICLE VIII. 
All officials and assistants in each State Banking Department ‘shall have a 
right to attend all meetings of the Association and participate in all discussions. 


ARTICLE IX. 
The duties of the several officers shall be such as usually devolve upon those 
holding like positions. 


ARTICLE X. 
The annual meeting shall be held at such time and place as may be desig- 
nated by the previous annual meeting, and the Executive Committee is author- 
ized to change the same in case of emergency. ‘ 


ARTICLE XI. 

As soon as convenient after the annual meeting, the President shall appoint 
the members of such committees as may have been authorized by vote-of the 
Association, and the Secretary shall immediately notify each member of his 
appointment. 


ARTICLE XII. 
The annual meeting shall be governed by the ordinary rules of parliamentary 
practice. 


ARTICLE XIII. 
Communications to the Association meetings shall be heard and referred to 
the appropriate committee, which shall thereafter report to the convention. 


ARTICLE XIV. 

The Constitution may be amended, and articles therein may be suspended, at 
any time by unanimous vote at any regular meeting, or by a two-thirds vote of 
the members present and voting, notice thereof having been given at a previous 
meeting. 


ARTICLE XV. 
Whenever used in this Constitution, the word “State” shall mean any State 
or Territory within the jurisdiction of the United States. 
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